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THE IMPACT OF UNEMPLOYMENT IN THE 1958 
RECESSION 


INTRODUCTION 


This report brings together the results of four nationwide surveys 
conducted by the Survey Research Center of the University of Michi- 
gan in 1958 and 1959 in order to study the impact of unemployment 
during the 1958 recession. The four special studies were undertaken 
as part of the Survey Research Center’s ongoing surveys of consumer 
attitudes and inclinations to buy. The report also utilizes some data 
on the financial experience of the unemployed from the 1959 Survey 
of Consumer Finances, conducted by the center in cooperation with 
the Federal Reserve Board.' 

The aim of these studies was to try to obtain a more comprehensive 
and more meaningful picture of how unemployment affects American 
families. It was in no sense the purpose of these studies to duplicate 
or to improve upon the work of the U.S. Bureau of Labor Statistics 
and the Bureau of the Census in measuring the level of unemployment 
and the demographic characteristics of the unemployed. Rather, the 
purpose of these studies was to obtain additional information not 
previously available on how unemployment affected families and in- 
dividuals and how the unemployment insurance program was meeting 
or failing to meet their needs. 

Except for the regular governmental censuses and reports, there 
have been few nationwide studies of experiences or attitudes of the 
unemployed during the 25-year period since unemployment insurance 
was inaugurated. It was our thought that a beginning should be 
made to explore further possibilities of developing information for 
policy use in any future recessions. 

Our studies were essentially experimental. This point becomes 
obvious when one recalls that the unemployment questions now being 
asked by the Department of Labor and the Bureau of the Census 
have gone through many revisions and were developed gradually 
over two decades, with the help of numerous experts. Many of the 
questions asked here were entirely new and were designed to see 
whether new light could be shed on some persistent problems. The 
relatively small size of the sample of unemployed obtained in each of 
the stuthien is a second reason why the experimental nature of the 
studies must be emphasized. With a very limited amount of money, 
we attempted to experiment with new questions and with new areas 
of inquiry. We Saleews these studies indicate the desirability and 
feasibility of probing more intensively into many unexplored areas of 
unemployment experiences and attitudes. 

The data presented in this report are new in several respects. In 
addition to the monthly report on the labor force published by the 
Department of Labor, which measures current unemployment as of 


' The data presented in the chapters which follow are from the four special unemployment studies, except 
where specific reference is made to the Survey of Consumer Finances. 
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the middle of each month, there are the annual BLS data on work 
experience, which measure people’s unemployment experience over 
the entire course of a calendar year.? These data on work experience 
are seldom optimal for assessing the extensiveness of unemployment 
during a recession, since a recession seldom coincides closely with the 
calendar year. Moreover, the gradual change in unemployment expe- 
riences during the various stages of a recession cannot be studied on 
the basis of calendar year data. The first purpose then of the Survey 
Research Center studies was to obtain more frequent measurements of 
unemployment experience over 12-month periods, not tied to the 
calendar year limitation. Thus the first study spans the period June 
1957—June 1958, the second October 1957—October 1958, and the third 
June 1958—June 1959. It is also of interest to study unemployment 
experience over a period longer than a year. Hence a fourth study 
was concerned with unemployment experience during the 2-year span 
fall 1957-fall 1959. The new data also differ from census data in 
that the principal unit of study is the family rather than individual 
members of the labor force. 

A further aim of this study was to learn more about the composition 
of aggregate unemployment. To this end the socioeconomic charac- 
teristics of the unemployed were carefully explored. In addition, we 
tackled the problem of distinguishing between seasonal or recurrent 
unemployment on the one hand and recession-related or unusual un- 
employment on the other. The demographic characteristics of these 
two categories of unemployed are examined separately as well as the 
duration of their unemployment and their experience with unemploy- 
ment insurance. Findings in these two new areas of investigation 
are paren in chapters I and II. 

Third, the study is new in that it ties together information on 
unemployment experience and receipt and nonreceipt of unemploy- 
ment compensation for the whole labor force. Previously published 
data on unemployment were not always available on the demographic 
characteristics of those receiving compensation and those not receiving 
compensation or on their income or other characteristics. More 
important, no comprehensive nationwide data were available to show 
what proportion of the unemployed who were not receiving benefits 
were ineligible, and what proportions had exhausted their benefits or 
had failed to apply. Again the data on compensation was collected 
with reference to an entire year rather than a given moment of time 
only. Chapter IV presents the results of this investigation. 

The consequences of unemployment for affected families have fre- 
quently been investigated through case studies or for small special 
groups. Far too little of our information about the financial and 
psychological impact of unemployment relates to representative na- 
tionwide cross-sections of the unemployed. Taking account of all 
kinds of unemployment, to what extent does unemployment cause 
serious hardship and discouragement? The scope of the present 
studies did not permit extensive measurements of the financial re- 
sources of the unemployed and changes in their spending patterns. 
However, new information was collected on the approximate magni- 
tude of the income loss suffered by the unemployed and on the kinds 
of measures taken by families to adjust to their income loss. Data 

2 Each month some people return to work, others become newly unemployed, others become unemployed 
for the second or third time in the year, and for still others unemployment continues. Hence information 


on the total unemployment experience of workers over the period of a year cannot be derived directly from 
the labor force reports. 
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were also collected on the attitudes and expectations of the™unem- 
ployed and major purchases during the year under study. Findings 
are presented in chapters III, V, and VI. 

Some general observations for future research in this area derived 
from the experience in these surveys are presented in chapter VII. 

Among American cities, Detroit suffered the highest unemployment 
rate for several months in 1958. Hence some additional interviews 
were taken in June 1958 among blue collar workers in Detroit, so that 
the impact of unemployment experience in Detroit could be compared 
with unemployment elsewhere in the Nation. The findings are 
presented in appendix A. Some additional data on unemployment in 
Detroit in February 1958 are presented in appendix B. 

The four special studies reported on here were conducted as part of 
the Survey Research Center’s regular studies of consumer attitudes and 
inclinations to buy. In each survey a nationwide cross-section of 
1,300—1,500 families was interviewed, and in each of these samples 
180 to 250 unemployed were found (including secondary earners). 
In addition, some data were used from the January 1959 Survey of 
Consumer Finances, conducted by the Survey Research Center in 
cooperation with the Federal Reserve Board. That survey is based 
on 3,000 cases and found over 400 unemployed family heads in calendar 
year 1958. In the analysis the cases from several of the samples 
could frequently be combined, thus yielding results based on a larger 
number of cases and having a smaller sampling error. The methods 
of these surveys are discussed in appendix C, which also contains a 
table of sampling errors. In the process of collecting data on unem- 
ployment experience over the course of a year, some data were ob- 
tained on current unemployment, which can be compared with Census 
figures on unemployment for the same time. As a check on the valid- 
ity of our data, such a comparison was made. It is also presented in 
appendix C. 

The authors who initiated this study are pleased to express their 
appreciation to the Survey Research Center of the University of Michi- 
gan, and especially to Dr. George Katona, director of its economic 
behavior program, for his advice in the planning and analysis of 
these studies, and to Fedele F. Fauri, dean of the School of Social 
Work, for his encouragement and support of this project. They also 
acknowledge their indebtedness to the faculty research fund of the 
University of Michigan Department of Economics, established by a 

ant from the Ford Foundation, to the Institute of Labor and 

ndustrial Relations of the University of Michigan and Wayne State 
University, and to the Ford Foundation and the Russell Sage Founda- 
tion for the financial support which made the special data collection 
possible. The analysis of the data was financed largely by a grant 
from the Rockefeller Foundation to the Survey Research Center for 
analysis of its economic data, 

The authors also wish to express their appreciation to Martin 
David, Robert Hsieh, Donna McLeod, and Margaret Wood for their 
contribution to the work on this project. 


Wiisur J. CoHEn, 
Witiram Haser, 
Eva MUELLER, 

The University of Michigan. 
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CHAPTER | 


THE INCIDENCE OF UNEMPLOYMENT DURING THE 1958 
RECESSION 


Unemployment in the 1958 recession was much more serious than 
in the recession of 1949 or 1954. (See charts 1 and 2.) 

At the bottom of the 1958 recession, in April 1958, the Cenus 
Bureau found 7.5 percent of the labor force unemployed, compared 
with 4 percent in April 1957 and 4.1 percent in April 1956. These 
census estimates, relating to unemployment during the census week 
(in mid-April), provide snapshots of the frequency of unemployment 
at successive moments of time. Essentially they measure the growing 
job shortage from prosperous 1956-57 to April 1958. As such, they 
give only a partial picture of the changing character of unemployment 
as the economy moves from good times to recession, and of the dis- 
tribution of this unemployment among American workers. 

Obviously, the number of people who experience unemployment 
over a period longer than the census week, say in the course of a 
year, may greatly exceed the shortage in jobs. For as some people 
return to work after a spell of unemployment, others may become 
unemployed. Similarly, the increase in unemployment from good 
times to recession may be brought about wholly by an increase in 
the number of people experiencing unemployment, or wholly by an 
increase in the duration of unemployment or, more likely, by some 
combination of the two. For a study of the impact of the 1958 job 
shortage on American families a longer term measure of unemployment 
is needed. 

Extent of unemployment 


Four studies conducted by the Survey Research Center of the 
University of Michigan in 1958 and 1959 measured the incidence of 
unemployment over the period of a year. The two 1958 studies show 
that the frequency of unemployment was indeed far greater than the 
shortage of jobs, with one out of every six families (17 percent) ex- 
periencing some unemployment in the course of a year. According 
to table 1, in the year from June 1957 to June 1958, 13.2 percent of 
all heads of families had some unemployment; in an additional 3.1 
percent of families, other members—wife, children, other relatives— 
experienced a period of unemployment. Very similar findings were 
obtained for the year from October 1957 to October 1958, except that 
a higher proportion of the unemployed had returned to work at the 
time of the October 1958 survey (that is, the proportion ‘unemployed 
at time of survey” declined from June to Giaaber 1958, while the 
proportion “unemployed earlier’ rose). 

4 
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CHART | 


TRENDS IN EMPLOYMENT AND UNEMPLOYMENT 
Actual and Seasonally Adjusted 
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TaBLE 1.—Unemployment experience of family 


12 months preceding— 
Members of family 








June 1958 | October 1958}; June 1959 
Percent Percent 
Head unemployed at time of survey. ...-....-..-.-.....------ 5.2 3.9 2.1 
Head unemployed earlier in the 12-month period.............- 8.0 0.1 9.4 
Other members unemployed at time of survey..............-.- ) 31 1.9 2.1 
Other members unemployed earlier in the 12-month period_.-|/ 2.0 1.7 
Total unemployment in family—.....---........----...- 16.3 17.9 15.3 
TE i iii la ti Nie eee ina 6.9 6.5 5.5 
Other members on shorter hours. ...........---...-...-----.-. 1.2 0.7 0.7 
No ome Babes afettads ois cebensederbiinchebaleipessonbeidd 72.6 72.6 77.2 
IN I nt crn canl oko oakersnuansunditinnaonaemieas 3.0 2.3 1.3 
I a act iia eet lt a iti tee ml tol 100.0 100.0 100. 0 
Wipe tOS CORO ii iis — arisgtoridesosdiennttsh aqpaicinesietn labled ctitenidlan 1, 456 1, 323 1, 313 


TABLE 2.— Unemployment in labor force ! 


12 months preceding— 
Members of labor force 





June 1958 | October 1958; June 1959 











Percent Percent Percent 
Unemployed at time of survey.............-....--.........-.- \ 15.2 5.9 4.3 
Unemployed earlier in 12-month period , 11.3 10.6 
CO TN lain hak ann acct inate 8.2 7.7 6.0 
Not affected by unemployment or shorter hours. __..........- 72.7 73.1 78.2 
Not ascertained whether affected. —_...................-.-..... 3.9 2.0 0.9 
Weta ati s..di. es a 100.0 100. 0 100.0 
Number of cases (total labor force)........................--.- 1, 604 | 1, 3 1, 523 
| 


1 For comparison with census estimates see appendix C, 


When unemployment rates are calculated for members of the labor 
force rather than families (table 2), it appears that during the period of 
maximum unemployment about 17 percent of all members of the 
labor force were unemployed in the course of a year. Nearly three- 
quarters of these unemployed persons (73 percent) were heads of 
families.’ An additional 13 percent were wives of family heads. Ten 
percent were sons and daughters, the rest other relatives. 

If we confine our analysis to family heads, we find that about 14 
percent of all family heads suffered unemployment in the course of a 
year. This percentage relates to all family heads, including cases 
where the head is self-employed or not in the labor force. If the 
groups which are not subject to unemployment are excluded (such as 
the self-employed) we find that 20 percent of family heads who were 
in the labor force and not self-employed experienced unemployment 
in the course of a year. 

The survey conducted in June 1959 was concerned with unemploy- 
ment from June 1958 to June 1959. It is generally considered that 
the decline in business activity in the 1958 recession was arrested in 
spring 1958, but unemployment, according to census data, remained 
unusually high until March-April 1959. We find (tables 1 and 2) 
that about 15 percent of all families and a similar proportion of 

1 In a husband-wife family the husband is by definition the head of the family. In other situations the 


main income receiver is considered the head. A single person maintaining a separate household is also 
considered a.family head. 
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members of the labor force experienced unemployment between mid- 
1958 and mid-1959, a figure which represents only a small decline 
from earlier levels. However, the proportion of families still ex- 

eriencing unemployment at the time of the survey was substantially 
ower in June 1959 than in the previous October and less than half as 
large as a year earlier. 

In November 1959, unemployment data were collected for the year 
1959 to date, a period of 10 to 11 months. During that period 9.7 
percent of all family heads (about 12 percent of family heads who are 
in the labor force) experienced some unemployment, some of them as a 
result of steel shortages brought about by the steel strike. The figure 
9.7 percent represents a substantial decline from the 14 percent 
unemployed in the year ending October 1958 and even from the 
11.5 percent unemployed in the year ending June 1959. Complete 
data on unemployment of other family members were not collected 
in November 1959. 

In addition to the families who reported unemployment, many 
others reported shortened working hours during the recession—their 
overtime was discontinued, they worked less than a normal workweek, 
or they lost odd jobs.2 Cutting working hours is, of course, an alter- 
native to laying off workers for a time and should therefore be considered 
jointly with unemployment. In June 1958, 8 percent of families 
indicated that some member of the family had worked shorter hours 
at some time in the past year, the corresponding figure in October 1958 
was 7 percent and in June 1959 it was 6 percent (table 1). Since the 
inquiry about shorter hours was not made of families who had under- 
gone a period of unemployment, the frequency of shorter hours is 
actually understated.® 

It follows from these figures that 25 percent of American families 
suffered either unemployment or shorter hours during the year ending 
June 1958, and the same percentage in the year ending October 1958. 
In the midst of the recession the impact of the shortage of job oppor- 
tunities thus appears widespread. Yet it is clear that not all the 
reported unemployment or shorter hours are attributable to the 
recession. For a variety of reasons (partly seasonal) people become 
unemployed or have their hours cut even in good times. The increase 
in unemployment resulting from the recession can be studied by 
comparing the incidence of unemployment in a relatively full employ- 
ment year with unemployment in a recession year. ‘The Census data 
for calendar year 1956 are suitable for such a comparison since 1956 
was characterized by a high level of employment throughout.‘ 
Comparable figures on cuts in working hours for 1956 do not exist. 

According to Census figures on work experience in calendar year 
1956, about 12 percent of the labor force aged 18 or over experienced 
unemployment at some time during that year. The (roughly com- 
parable) figure for the year October 1957 to October 1958 is 17 percent. 
In other words, the increase in the incidence of unemployment during 
the recession over a good year such as 1956 was of the order of magni- 
tude of 40 percent. Or, in absolute numbers, about 9 million different 

2 The question was intended to measure reductions in working hours other than those initiated by the 
employee himself (or herself): “Even though some people have not been unemployed, they may have less 
jay In some jobs overtime work has stopped or people are wenng shorter hours. Some penis have 
also lost odd jobs they used to get some money from. Has anything like that happened to (you) in the 


past 12 months? Tell me about it.” 
3 On the other hand, some of the unemployed might have worked shorter hours previously or in a normal 


year. 
4 As mentioned in the introduction, the U.S. Bureau of the Census collects data on unemployment over a 
year in its reports on work experience on a calendar year basis. 
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persons were unemployed during the year 1956.° This compares with 
an estimated 12.5 million persons who were unemployed between 
October 1957 and October 1958. Another 5.5 million people worked 
shorter hours at some time during the later period. 

The shortage of available jobs also expressed itself in longer dura- 
tions of unemployment. Again a comparison with Census figures on 
work experience in the calendar year 1956 is instructive. Table 3 
indicates that in 1956 a much higher proportion lf the unemployed 
had only very short spells of unemployment (1 to 4 weeks) than in 
1957-58. On the other hand, unemployment lasting in excess of a 
quarter of a year rose sharply during the recession. The data pre- 
sented in table 3 measure cumulative duration of unemployment over 
a 12-month period and may cover several spells of unemployment. 
For example, a man who was out of work 8 weeks early in the year and 
6 weeks later on is classified as having been unemployed 14 weeks. 


TABLE 3.—Cumulative duration of unemployment, 1956, 1958, and 1959! 


12 months preceding— 











| Calendar eee ds tt Le, 
Weeks } year Weeks | 
| 19562 June October | June | Novem- 
| 19583 1968 | 1959 | ber 19502 
i 

Percent Percent | Percent | Percent | Percent 
EO eat ocirunanunnedainws 34 | 1 to 4 weeks__..__. 18 | 14 | 18 26 
5 to 14 weeks.....-.--.---------- 35 | 5 to 13 weeks...... 36 | 34 | 29 | 45 
15 00/20 WOOREL 5... decccds cuss 18 | 14 to 26 weeks__._. 31 29 | 26 | 18 
27 weeks and over- --.........-. 13 | 27 weeks and over. 15 23 | 27 11 








Pottadsini te. <sabts bcus 100 ee | 100 | 100 | 100 | 100 


! For comparison with census figures see appendix Cc, 

2 U.S. Bureau of the Census, Series P-60, No. 77, November 1957, tables 12 and 13 (nonworkers who looked 
for work are omitted, as well as those aged 14 to 17). 

3 Survey Research Center, University of Michigan. 


Note.—June 1958 and November 1959 figures relate to family heads only; October 1958, June 1959, and 
Census figures relate to all members of the labor force. 


TABLE 4.—Cumulative duration of unemployment among heads of families who were 







































unemployed 
12 months preceding— 
June 1958 October 1958 June 1959 
Duration in weeks Bs he ti: nD eh ek 
Unem- Unem- Unem- Unem- Unem- Unem- 
ployed ployed ployed ployed ployed | ployed 
at time | earlier | attime | earlier | at time | earlier 
of survey of survey | of survey | 
Percent | Percent | Percent | Percent | Percent | Percent 
1 to 4 weeks__. 2 24 : 8 23 2 19 | 4} 28 
5 £0 13 WRB iseccss dmn cedci des casos ergeen | 22 44 22 35 | 15 | 34 
14 to 26 weeks...-...--- oonen ial inde 36 27 35 31 22 | 26 
27 0b OO WOGKE. 6 a ei 21 3 18 x 26 | 8 
40 weeks or more..........- nai al il (1) 21 3 33 7 
Not ascertained...........----.-----+-«+- 2 3 2 4, AGS, 2 
Ns o-<si ci deiieieiivintinnds dngngabini 100 100 100 100 100 100 
—————oS oO aE Saas) OC Leese OC eae 
Number of cases. ...........-.-- nas 7 116 51 13) 27 119 
Estimated average duration...........-.-. 22 ll 25 14 | 32 15 











1 Less than 4 of 1 percent. 


5 Rough adjustments in Census figures have been made here to exclude members of the labor force aged 
14-17 and new entrants into the labor force who did not work at all but looked for work and who, for the 
most part, are not covered by the Survey Research Center definition of unemployment. 
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Table 4 presents a more detailed picture of the duration of unem- 
ployment, distinguishing between those unemployed at the time of the 
survey and those who had returned to work. The table relates to 
family heads only, since duration was not determined for other family 
members in June 1958. (In October 1958 average duration for all 
members of the labor force was slightly higher than duration for family 
heads.) As might be expected, the average duration of unemployment 
was longer for the year ending October 1958 than for the earlier period 
which included some months of satisfactory business activity in late 
summer and fall 1957. Mean duration for the year ending October 
1958 was about 17 weeks. However, people who were still unem- 
ployed at the time of the survey reported much longer durations—a 
mean of 25 weeks and in most cases further unemployment lay ahead.° 
Those who had returned to work in October 1958 but had been unem- 
ployed earlier reported a mean duration of 14 weeks. On the average, 
duration of unemployment did not decline between the year ending 
October 1958 and that ending June 1959. Those who were out of 
work during the recovery period included many people with short 
durations (especially among those back at work at the time of the 
June 1959 survey), but also some others with very extensive durations. 
However, when we look only at the year 1959, we find a marked 
decline in durations of unemployment (table 3). In fact, durations in 
the first 10-11 months of 1959 are similar to those for the calendar 
year 1956. 


Persistent or recurrent unemployment 


In recent years interest has grown in analysis of the diverse com- 
poe of aggregate unemployment. Concern has centered particu- 
arly around hard-core or persistent unemployment. This type of 
unemployment is sometimes defined with reference to economic causes 
and sometimes with reference to people’s experiences. The first 
approach focuses on the distinction between frictional and cyclical 
unemployment, which was also made above. Interest centers on the 
relatively high level of frictional unemployment in the Nation and also 
in particular geographic areas. The second approach is concerned 
with people who suffer very long or repeated spells of unemployment. 
The two definitions of the problem are, of course, not identical. 
Much frictional unemployment is short-term, while cyclical fluctua- 
tions may bring about some very long spells of unemployment and will 
often prolong frictional unemployment.’ 

In the Survey Research Center studies, an attempt was made to 
formulate questions along both dimensions of the problem. In the 
October 1958 study people were asked whether the recession had 
affected their family’s financial situation. The questions on unem- 
perma experience were asked much later in the interview. In 
table 5 the answers to the two sets of questions are cross tabulated. 

6 ~ 6 The Census 1 Census reports the average duration of unemployment for those still unemployed in October as 
16.6 weeks. The difference between the survey figure (25 weeks) and the Census figure reflects the differ- 
ence between the total duration of all spells of unemployment experienced by individuals in the 12-month 
period (Survey Research data), and the duration of the current spell of unemployment (Census data). 

’ The current interest in the cingeroeetive approach is evidenced by three studies prepared in the U.S. 
Bureau of Labor Statistics: “The Extent and Nature of Frictional Unemployment,” (Study Paper No. 6 
of Joint Economic Committee, Congress of United States) 1959; ‘The Structure of Unemployment in Areas 
of Substantial Labor Surplus,” (Study Paper No. 23 of Joint Economic Committee, Congress of United 
States), 1960; “Some Aspects of Unemployment DO Bec Seymour L. Wolfbein, paper presented before 
American Statistical Association, Washington, D ec. 27, 1959. All three studies are based on the 
unemployment surveys made by the Bureau of the Census. Since the Census data are being used in the 


BLS studies for purposes not contemplated in their original design, persistent unemployment can be identi- 
fied only indirectly and approximately, as the first of the three studies clearly states (pp. 2-3). 
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Approximately 60 percent. of families with unemployment or shorter 
hours answered that the recession had affected their family’s financial 
situation. Among the families where the head was unemployed, 70 
percent said that they had been affected by the recession; among 
those where another family member was unemployed or where someone 
worked shorter hours, about 50 percent attributed this to the recession. 


TaBLE 5.—Felt impact of recession by unemployment experience of family (year 
ending October 1958) 


Other Shorter Neither 

All Head member hours for unem- 
Effect of recession families unem- unem- head and | ployment 
ployed ployed other nor shorter 

member hours ! 





Percent Percent Percent Percent Percent 
68 29 45 7 





Have not been affected.............--.--.. 7 78 
Have been unfavorably affected. .........- 29 70 47 50 20 
Not ascertained; don’t know............... 3 1 8 3 2 

Tee Si BoA Dea 100 100 100 100 100 
PU UE Satu tnaesaenastetinanenp ite \ 1, 323 184 51 et “90 738 


! Excludes those who are not in labor force. 


Note.—The question was: “As you know we’ve had a recession in the past year. Would you say that 
this has affected your personal financial situation in any way?’ 


Who are the people who were unemployed but stated that they had 
not been affected by the recession? A closer examination of these 
cases reveals that about half of them had seasonal unemployment 
which they expected. These persons represented a variety of occupa- 
tions, a wide range of income levels, varying durations of unemploy- 
ment, as is indicated by the following examples: 

Forty-one-year-old single woman; tobacco hanger, North 
Carolina; works 5 months of the year; income under $1,000. 

Thirty-four-year-old paperhanger; New York City; unem- 
ployed 10 weeks; seasonal fluctuations in work; income $6,000- 
$7,499. 

Twenty-three-year-old truckdriver; Minnesota; owns truck; 
works for road construction company; unemployed 10 weeks 
during winter months; income $6,000—$7,499. 

Seventy-year-old man; two seasonal jobs: cashier in amusement 
park 3 months in summer, tobacco warehouse clerk 4 months in 
winter; Kentucky; wife employed as sales clerk; family income 
$5,000-$5,999. 

Eighteen-year-old single woman; shipping clerk in department 
store; South Dakota; unemployed 8 weeks; reports expected 
layoff after Christmas; income $2,000-$2,999. 

Twenty-six-year-old air-conditioning assembler; New York 
City; 9 weeks layoff expected annually; income $4,000—$4,999. 

Thirty-one-year-old construction machine driver; Pennsyl- 
vania; unemployed 20 weeks; work stops during winter months; 
income $5,000—-$5,999. : ; 

Some other people had lost their jobs due to sickness or injury which 

left them unable to do certain kinds of work. Some cited other 

reasons for unemployment due to their particular situation; for 
example, a plant was moved, or the employer retired, or they decided 


55217—60——3 
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to change jobs. Needless to say, there are a few cases where the 
relation between unemployment and the recession is not clear. 

Table 5 further shows that 20 percent of those families who did 
not report unemployment or shorter working hours—an additional 
13 percent of all families—reported unfavorable effects of the recession 
on their financial situation. Many of these were families where the 
head was self-employed and lower business earnings were blamed on 
the recession. The remaining families reported a variety of unfavor- 
able effects: wages or salary had been reduced, an anticipated raise 
did not cantaiilllade prices rose. In all, 29 percent of all families re- 
ported adverse effects of the recession on their financial situation. 
Somewhat over one-half of these were families who had experienced 
unemployment or shorter hours. 

In June and November 1959, with the economy well on its way to 
recovery, the distinction between persistent and other unemployment 
was made at the personal level. The question was asked, regarding 
all heads of families in the labor force—‘‘Some people are out of work 
for a time every year, others are unemployed every few years, and for 
still others unemployment is quite unusual. How has it been in your 
(your husband’s) case?’’ People classified themselves readily into 
these categories. 

Table 6 shows that in June and November 1959 unemployment was 
viewed as “‘unusual”’ by a large majority of wage and salary earners. 
Many people added that they had never been unemployed in their 
life. Among family heads without recent unemployment experience, 
the answer, “unemployment is unusual for me,” was overwhelming 
at both times. Among family heads who were unemployed between 
June 1958 and June 1959, a substantial minority described their un- 
employment as unusual; but about one-half reported either that un- 
employment is “usual”’ (Le, .€., occurs every year) or that short spells at 
least are usual.’ The lower part of table 6 distinguishes between 
those who were and those who were not unemployed in the 2 years 
October 1957 to October 1959, Again we find among people with 
unemployment experience a rather large group ( (ibasty two-thirds) 
who regard unemployment as usual or said that short spells are usual; 
a smaller group reported that unemployment is unusual or occurs only 
every few years. 

* A third of the families whose heads were self-employed reported unfavorable effects of the recession. 

§ Although the questions underlying tables 5 and 6 both attempt to distinguish between recession-related 
and other unemployment, they differ in some respects. The question asked in October 1958 (table 5) is 
concerned with the impact of the recession on the family while the June 1959 question (table 6) relates to 
the head of the household. More important, a head who is subject to seasonal unemployment but was 
laid off longer than usual during the recession would be classified as having suffered recession-related unem- 
ployment in Oetober 1958, but would appear as someone fer whom unemployment is usual by the June 


1959 classification. Finally, some unusual unemployment undoubtedly was due to individual circum- 
stances rather than the recession, These differences affect the comparability of the data in tables 5 and 6. 
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TABLE 6.—Unemployment experience by unemployed status of head 


June 1959 November 1959 





Unemployment experience No unem- | Some un- No unem- |} Some un- 
ployment employ- ployment | employ- 
All heads !/in previous| mentin | All heads! /in previous} ment in 
year previous 2 years jin previous 
year 2 years 


Percent Percent Percent Percent 
Unemployment is— 














Gee ci cd~nds),ashsess 84 41 78 95 19 
Every few years. -....-..-.- 1 1 3 1 10 
Usual for short spells__.._. 4 13 4 1 17 
Recurrent or seasonal... 8 39 10 1 45 
Not ascertained... ......-. 3 6 5 2 9 
le seinen 100 100 100 100 100 
Number of cases......-.------ | 843 | 688 146 | 883 | 670 182 





1 Excludes heads who are not in labor force or self-employed. 
2 Less than 0.5 percent, 


Note.—The question was: ‘‘Some people are out of work for a time every year, others are unemployed 
every few years, and for still others unemployment is quite unusual. How has it been in head’s case?” 


These data suggest that under present economic conditions in the 
United States much of the unemployment that occurs, affects the same 
workers repeatedly, while many other people seem to be wholly 
immune. Unusual unemployment must necessarily be higher during 
a recession than in a good year. Yet even during 1958-59 only about 
30 to 40 percent of the unemployed were people who are out of work 
seldom or only every few years. A majority of the unemployed were 
workers for whom unemployment is a recurrent problem, although 
durations of unemployment undoubtedly were longer for many of 
these people during the recession than at other times. 


TABLE 7.— Duration of unemployment by type of unemployment experience 
(June and November 1959) 


Heads with unemploy- | Heads with unemployment 
ment experience, June experience, January to 
1958 to June 1959 November 1959 





Duration of unemployment 
Unemploy- | Unemploy- | Unemploy- | Unemploy- 





ment is ment is ment is ment is 
recurrent or unusual ? recurrent or unusual ? 
seasonal ! seasonal ! 

Percent Percent Percent Percent 
Utiter aimonmtit. ... .cicili sii a. QO 13 30 23 31 
5 RGM NIN 5 05 be cenitdevecncer sbabteeeiiin te 12 24 21 24 
pk RR Soe atten teen 17 10 23 28 
14 to 26 weeks_.............- ns hihdd diddaiiee 31 14 17 14 

ELL LTE I LOGE, 22 20 10 (3) 

Don’t know}; not ascertained __..............-.-- 5 2 6 3 
EE na incon bade te oaacesense Le eae 100 100 100 100 
Sao. O ——E——— eo oOe=E=E>=S—SSSS 
I Oe 83 58 7 29 





1! Includes those who said that they are unemployed every year or almost every year and those who said 
that short spells are usual. 

2 Includes those who said they were never unemployed, that unemployment is unusual, or that they are 
unemployed only every few years. 

3 Less than 0.5 percent. 


Notg.—The question was: ‘‘Some people are out of work for a time every year, others are unemployed 
every few years, and for still others unemployment is quite unusual. How has it been in head’s case?”’ 
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Table 7 indicates that durations of unemployment over the course 
of a year generally were longer in 1958-59 among those with seasonal 
or recurrent unemployment than among the smaller group of 
unemployed for whom unemployment is unusual. But even among 
this second group, there was in June 1959 a sizable minority with very 
long durations. Apparently these people had difficulty in getting 
recalled to work or finding another job, despite the business recovery. 
A closer look at the group with “unusual” unemployment in June 
1959 in excess of half a year shows a high frequency of one or several 
of the following characteristics: 9 years of schooling or less, age 50 
or over, recent illness, former wee in a plant which has 
moved or changed ownership. By November 1959 the group with 
unusual unemployment contained much fewer people with long 
durations. 


Unemployment over a 2-year period 


In the fall of 1959 people were questioned about their unemploy- 
ment experiences over the previous 2 years, rather than the past 12 
months only. In addition data were obtained from the same people 
about unemployment experiences in 1959. A major purpose of this 
inquiry was to Sales more about the extent to which unemployment 
is repetitive. 

Since these studies were experimental in nature, a methodological 
problem should be mentioned first. The data obtained indicate that 
14 percent of all family heads suffered unemployment at some time 
during the 2-year period from October 1957 to October-November 1959. 
Since it was found earlier that about 14 percent experienced unem- 
ployment between October 1957 and October 1958 (and this figure is 
consistent with Census estimates for calendar 1958), the figure of 
14 percent for the 2-year period must be an underestimate. Since the 
figure for current unemployment in October-November 1959 also 
are with the Census figure, the understatement must lie in unem- 
ployment during the earlier part of the 2-year period. 

Internal checks of the 2-year data ceuitinnit with the independent 
unemployment information collected for the first year, October 1957 to 
October 1958,indicate that the understatement in our data amounts 
to about 20 percent. It follows that about 17.5 percent of all family 
heads (20-21 percent of family heads in the labor force) must have been 
unemployed at some time during the 2 years from fall 1957 to fall 
1959. Some of the discrepancy may be attributed to sampling error. 
Some downward bias of the 2-year unemployment figure was to be 
expected because of shifts in labor force participation. The unem- 

loyment questions were asked only of current members of the labor 
orce. Thus older family heads ole withdrew from the labor force 
after prolonged unemployment or those who returned to school or 
went to a trade school following a spell of unemployment would be 
excluded. Also, new entrants into the labor force cannot have been 
unemployed 2 years ago. Despite these considerations, it seems likely 
that, in retrospect after more than a year, short layoffs appeared 
unimportant to some respondents and were not mentioned or even 
forgotten. The Bureau of Labor Statistics has made comparisons 
of its monthly data on current unemployment (as they have appeared 
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in the report on the labor force) and its annual data on work experi- 
ence. It summarizes its findings as follows: 

There are indications that unemployment is underreported when respondents 
are asked to recall their experience during a whole year, and a short period of 


unemployment is more likely to be overlooked than are longer spells or a succession 
of short spells.!° 


It is clear from the October 1959 survey that underreporting of 
unemployment becomes a more serious problem still, when respondents 


are asked to recall their unemployment experience over a period of 
2 years. 


‘The estimated 17.5 percent of family heads with unemployment 
experience during the 2 years may be distributed roughly as follows: "! 


Percent 

Une yeu 1 Ue GIT. te coc eccuunebeuneacudoeataneehaae : 20 
Unemployed between October 1957 and late 1958 only__.......-------- 45 
Both unemployed in 1959 and earlier...............-.-....----------- 35 
SR wel gis corey a= netemepnertis=tacck > dy ree dae cueiaee aman 100 


These data, although only approximately accurate, show again that 
unemployment tends to repeat itself with the same people. Of the 
9.7 percent of family heads who were unemployed at some time during 
the first 10-11 months of 1959, nearly two-thirds also were unemployed 
in the previous year and a quarter. Of the roughly 14 percent who 
were unemployed from October 1957 to December 1958, about 45 
percent were out of work also in 1959. 


TaBLeE 8.—Number of spells of unemployment by unemployment status of head 
(heads who were unemployed between fall 1957 and fall 1959) 


| 
| Unemployed 
Number of spells of unemployment in the 2 years, Unemployed in 1958 or 
fall 1957 to fall 1959 in 1959 late 1957, but 
not in 1959 











Percent Percent 
31 


) 

Bs caweusaes oudeveGuunsccetus peuwecnacusseeiene staweceswubesiaceiepesewueues 29 21 
iiaiinueiataine ities til Kibiereniatn tetas onach-o-ditiatnenpaitintedeiidatabe siete te tieinnieaeeee 8 4 
f. .Srusbaduvutiise wee aadade dada aeeieithedbiantinc aa aia amnbamne anism 8 2 
PO TRI 6 cnchittncncndcncnchapbictédaddviimbeetanniniaa ene eae 7 2 
PEGE GUURTORIREE: GOR'S RBOW, fcc ncndsdecchapetssecucsceditbicccicesnedeoce 17 10 

Ovid datdiminvedccachanndecisihspedeeticsiaaencmien keane 100 100 
EG tt odes ab spaiplo ekabatimensiniie ts sihc->ehgainaistanniaaiminimiiinaaiadals "130 87 
Ps, UD! gy 2. ee ES cnrcembele ais 2.3 1.5 


Table 8 shows the number of spells of unemployment experienced 
over the 2 years fall 1957 to fall 1959 by all workers who were unem- 
ployed at some time during the 2-year period. The table indicates 
that among family heads who were unemployed in 1959, only a third 
suffered a single spell of unemployment over the 2 years. The rest 
suffered two, and often more spells. The group which was unemployd 
between the fall of 1957 and the end of 1958 contains, as one would 

1° U.S. Bureau of Labor Statistics, ‘‘The Extent and Nature of Frictional Unemployment” (Study 
Papet No. 6 Joint Economic Committee, Congress the United States) ,1959. 

l Since the underestimate of 20 percent is attributable primarily to people with unemployment in the 
earlier part of the 2-year period, the second category in the distribution below was raised accordingly. 


The assignment of the entire correction factor to the second category may make for some slight under- 
statement of the repetitiveness of unemployment. 
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expect, a much larger proportion of workers with only a single spell 
of unemployment.” 


Recurrent unemployment among wiwes 

Working wives, just like their husbands, in the large majority of 
cases report that unemploy ment is unusual for them or that they have 
never been unemployed (table 9). However, there is a considerable 
difference between wives who work full time and those who work 
part time. For part time workers unemployment is “‘usual’’ more 
often than for full-time workers. These reports are confirmed by the 
finding that from fall 1957 to fall 1959 a considerably higher proportion 
of part time than of full-time working wives experienced unemploy- 
ment. Nevertheless, no exact quantitative comparisons are war- 
ranted on the basis of table 9 because of the small number of working 
wives studied. 

It is sometimes suggested that working wives welcome occasional 
unemployment, since it enables them to get caught up with their 
housework. Wives who had said that they are unemployed often or 
every few years therefore were asked—Would you prefer working 
more steadily all the time, or do you like the amount you work now, 
or what?’ The question was asked only in November 1959 and 
obviously applied only to a small proportion of the survey population. 
Hence no quantitative findings can be presented. We merely report 
that more than half of the wives with occasional or recurrent unem- 
ployment said that they would prefer to work more steadily; a sizable 
minority on the other hand said that they like their present working 
arrangement. 


TABLE 9.—Comparison of unemployment experience of family heads and working 














wives 
Working wives 
Unemployment experience All family ocean emeirnennain 
heads ! 
All? Full-time Part time 

Percent Percent Percent Percent 
Unemployment is unusual --- asta 78 79 86 65 
Unemployment occurs every few years_. ae 3 1 1 1 
Short spells are usual........ oie 4 4 2 6 
Unemployment is recurrent or seasonal_.....-- 10 9 5 17 
Not ascertained _.-_._- en 5 7 6 11 
UM ick A La 100 100 100 100 
SSOP CF 00000 a i555 so ices seicrs cee cccrcccccee 883 352 240 Suk 109 


1 Excludes family heads who were not in the labor force or self-employed. 
2 Excludes working wives who were self-employed and those who entered labor force in past year. 


Notge,— The question was: ‘‘Some people are out of work for a time every year, others are unemployed 
every few years, and for still others unemployment is quite unusual. How has it been in head’s case?” 


12 The repetitiveness of unemployment is indicated also by BLS data on gross changes, or turnover in 
unemployment. The BLS estimates that in calendar year 1957, when 11.6 million people experienced some 
unemployment, there were 18 million separate entries into unemployment status and a somewhat smaller 
number of exits, often involving the same person more than once. For calendar year 1958, the BLS esti- 
mates that there were 14.1 different people with unemployment experiences and 24 million separate entries 
ee unemployment status, Seymour L. Wolfbein, op. cit. BLS data are not available for periods in excess 
of a year. 


IMPACT OF UNEMPLOYMENT IN THE 1958 RECESSION 17 


It should be added that in the case of working wives this line of 
questioning presents some problems of interpretation. A woman who 
is unemployed and decides not to look for another job for a while is 
treated as having left the labor force, rather than being unemployed 
(in conformity with Census definitions). The same is true of women 
who take temporary or seasonal jobs from time to time and stay 
home in between. In this sense the desire of working wives for 
occasional rather than steady work is undoubtedly understated by 
our findings. The relatively high unemployment rate among married 
women in nonrecession years (as evident in “The Monthly Reports 
on the Labor Force” (further suggests that married women are some- 
what less likely than married men to avoid jobs which entail unem- 
ployment. Yet we should not lose sight of the fact (illustrated by 
table 9) that most employed wives have at present jobs which seldom, 
if ever, are subject to unemployment and which they seem to prefer 
to intermittent work. 








CHAPTER II 


SOCIOECONOMIC FACTORS ASSOCIATED WITH 
UNEMPLOYMENT 


Since all members of the labor force are not equally vulnerable to 
unemployment, the differential effects of the job shortage during the 
recession on various segments of the population must be studied. 
Some major socioeconomic characteristics are examined below in 
relation to incidence and duration of employment as measured in 
these studies, in order to assess the extent of rate differentials and to 
identify those groups most severely affected. The analysis of these 
data focuses on characteristics of the family or the family head. 

What persons are most likely to become unemployed? As might 

be expected, the factor most strongly related to unemployment is 
occupation. Unskilled labor was the most severely affected occupa- 
tional group (table 10). About 40 percent of heads of families in this 
group experienced some unemployment in the 12 months preceding 
the June and October 1958 surveys. Fifteen percent were still un- 
employed at the time of the survey; this is three times the average 
for all heads of families. Despite this very high rate of unemploy- 
ment, unskilled labor makes up only about one-sixth of the unemployed 
Troup. 
: Skilled and semiskilled workers (craftsmen-foremen-operatives) had 
a considerable lower rate of unemployment than unskilled labor, but 
because of their numerical importance in the labor force, they con- 
stitute over half of all unemployed persons. 

Service workers and farm laborers are two other groups which 
experienced high rates of unemployment. Service workers ranked 
just below skilled and semiskilled workers in rate of unemployment 
and accounted for about one-tenth of the unemployed. The rate of 
unemployment for farm laborers (based on a very small number of 
cases) seems to be nearly as high as for unskilled labor, but they 
are so few in number relative to other occupational groups that they 
account for less than 1 percent of the unemployed. Moreover, in 
assessing the effects of the recession, it should be remembered that 
many, if not all, of this group are subject to yearly seasonal unem- 
ployment. 

Relatively little unemployment was experienced by white-collar 
groups. Clerical personnel was the only white-collar group with a 
substantial Silene rate, and even in this group the rate was 
only about one-quarter that of unskilled labor. 


18 
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TaBLE 10.—Unemployment experience of heads of families, by occupation (based on 
surveys in June and October 1958) 


Crafts- 
Profes- Busi- Sales men Un- Service 
Employment experience of sional, | nessmen | Olerical | person- | foremen | skilled | workers 
head technical nel — laborers 
tives 


Fen, Percent | Percent | Percent Prem Percent | Percent 
1 5 1 4 











Unemployed at time of survey. 15 
Unemployed earlier............ 2 1 5 t 18 24 15 
I wast cisitnama maine 6 1 1l 2 16 13 4 
IOUS QUINONE. sd ee ss Sete: 72 35 74 79 51 42 67 
GNI, ck centcccsitincans | 15 60 1 ll 3 2 2 
Not ascertained __.............- 3 2 4 3 4 4 8 
to ee a a 100 100 100 100 100 100 100 
Number of cases__......-.---.-- 247 341 179 106 834 170 159 
Estimated mean duration 
(weeks) of unemployment !-_|..........]........-.]..........|......--.. 15 19 19 


1 Mean duration of unemployment could be computed only for those groups in which the number of 
unemployed was large. 


Table 10 relates to the earlier part of the recession—the 12-month 
periods preceding June and October 1958. Later data, on unemploy- 
ment at the time of the June 1959 survey, show the greatest decline 
in unemployment in the most severely affected occupations—skilled 
and unskilled workers. Still, in June 1959 the incidence of unem- 
ployment remained highest among unskilled workers, with service 
workers ranking second. 

In addition to being differentially subject to unemployment, occu- 
pational groups differed with regard to duration of employment. 
During the early part of the recession unskilled workers again were 
most severely hit, averaging 19 weeks of unemployment over a year 
as contrasted with 15 weeks for skilled and semiskilled labor. Service 
workers also had relatively long durations of unemployment. 


TABLE 11.—Unemployment experience of family by previous income (based only on 
October 1958 survey) 


1957 family income 




















Unemployment experience of family 
Under $3,000 $3,000 to $5,000 to 7,500 and 
$4,999 $7,499 over 
———— $$] wet 
Percent Percent Percent | Percent 

Head unemployed now. ............-....-..--- 4 6 3 2 
Head unemployed earlier. -.........-..--.-.--- ll 13 11 5 
Others unemployed now or earlier_.._......---- 3 4 4 5 
Head sberter OU tL 5... nics cisicuinnienmeees 2 8 +. a 9 
CPUTUIED SURI UN BEI 6 an <eeeeeauneastitumdone (’) 1 9) 2 
Wot niteetega i i2ii2 sani lui ie 78 65 69 75 
ae aa ree »wstiaaied 2 3 3 2 

i 100 100 100 100 
Nila ae idee RS en iit soot e an) WIR a 375 331 316 226 
Estimated mean duration (weeks) of unem- 

SIT cinka aint tpehin an ends awqmaase nage 21 17 2714 





1 Less than % of 1 percent. 
2 Average for all unemployed with income of $5,000 and above. 


Note.—This table relates a in October 1957-October 1958 to 1957 family income. The 
June 1957-June 1958 data are omitted here, since previous income was not measured. 
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A second important factor related to likelihood of unemployment 
is previous family income. This is, of course, closely tied to occupa- 
tion. Table 11 shows that as income goes up the rate of unemploy- 
ment for heads of families drops sharply. Families with previous 
incomes of from $3,000 to $5,000 were most severely affected by 
unemployment. In 31 percent of these families some member was 
either unemployed or had experienced shorter hours of work during 
the preceding 12 months. While families with incomes under $3 000 
were less often affected, this may be largely explained by the fact that 
many families with no one in the labor force (retired persons, students) 
as well as small farmers fall into this group. 

The lower income groups experienced longer durations as well as 
higher rates of unemployment. Unemployed heads of families with a 
previous family income of under $3,000 averaged 21 weeks of unem- 
ployment, contrasted with an average of 14 weeks for unemployed 
heads of families with a previous income of $5,000 or more. 


TABLE 12.— Unemployment experience of head of family by education! 
(based on surveys in June and October 1958) 




















| Education of family head 
Employment status of head Re ee Pte 
} Some high | Completed {Some college, 
Grade school school high school has college 
degree 
Percent | Percent Percent Percent 
Unemployed at time of ony. ds clhencnnnls 9 8 6 2 
SOTO GUNTEE . ccscccncecewccccqnccechooal 17 17 13 4 
EU LS Oy hs dadbisdbudidd~-dden- | 13 14 11 6 
I - Od 56 65 82 
og A RE Ce RR eee eS 7 5 5 6 
ll ncehacnempancdiaamiieremarceen aot 100 100 | 100 | 100 
RO AU UO eho 549 403 | 533 | 382 
Mean duration of unemployment (weeks). -__-_-. 19 14 216 
| | 
| ! 





1 Excludes those who are self-employed or not in labor force. 
2 Average for all unemployed heads of families who completed high school or had more education. 


A third factor related to frequency of unemployment is the educa- 
tion of the family head—again closely associated with occupation. 
Those with only grade-school education have the highest rates and 
longest durations of unemployment (table 12). A high school degree 
evidently puts a person in a slightly more secure position, but even 
this group experienced a substantial rate of unemployment. Those 
with college training are least vulnerable. Also, between October 
1958 and June 1959 the drop in unemployment was largest among 
people with some or a complete high school education, smaller among 
those with only a grade-school education. 
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TABLE 13.—Unemployment experience of heads of family by age! 
(based on sufveys in June and October 1958) 


Age of family head 


18 to 24 25 to 34 35 to 44 45 to 54 | 55 and over 


Employment experience of head 





Percent Percent Percent Percent Percent 

Unemployed at time of survey_....-__.-.-- 10 6 6 6 u 
Unemployed earlier -.. tee 19 15 14 ll 11 
Shorter hours.... : ae 7 14 12 4 8 
Not affected_ ; ie dd SEES 57 61 63 68 65 
Other 2? and not ascertained_. ad 7 + 5 6 7 

Total... 06 » oe daiatian — 100 100 100 100 100 
Number of cases.......----.--------e---- 13 | 493 554 401 315 
Mean duration of unemployment (weeks) 15 14 15 18 21 


1 Excludes those who are self-employed or not in labor force. 
2 Includes those who were unemployed because of prolonged illness or strikes. 


One other factor which clearly affects the incidence of unemploy- 
ment, though not so strongly as the other three, is age. The family 
heads who experienced the highest rate of unemployment were the 
18 to 24 year olds (table 13). Because of new entrants into the labor 
force, greater job mobility, lack of experience and seniority, this 
group has a relatively high unemployment rate in good years as well. 
Those in the middle years were less likely to have experienced unem- 
ployment. This group was less affected by unemployment because 
they were old enough to have established seniority in their jobs, but 
not so old as to be vulnerable because of advanced age. 

While the 55-and-over age group was not particularly high in 
percentage of unemployment and shorter hours, it may be noted that 
among people in this age group a relatively high proportion of the 
unemployed were still out of work at the time of the survey. This 
suggests that, while the older group does not show a higher incidence 
of unemployment, they are less likely to be rehired once unemployed. 
The data on duration of unemployment substantiate this. On the 
whole, older persons tend to have longer durations of unemployment 
than do younger persons, Those 55 years or older have an estimated 
average duration of unemployment of 21 weeks as contrasted with 
14 weeks for the 25-34 year age group.’ 

Again, table 13 relates to the earlier part of the recession. At the 
time of the June 1959 survey, the incidence of unemployment appears 
to have been higher among wage and salary earners over 45 years 
than in the 25-44 age group, and the proportion of the unemployed 
in the year prior to the survey who still were out of work at the time 
of the survey rose quite sharply with age.? This is a further indica- 
tion that older people are rehired more slowly than younger ones. 

1 The two findings—(1) that unemployment rates are highest for the 18-24 year old group and then decline 
with age and (2) that duration increases with age—are supported by Census data on work experience for 
1956 and 1957. That is, they seem to hold for the recent past in good and bad yearsalike. See U.S. Bureau 
of the Census, ‘‘Work Experience of the Population,’ Series P-50, No. 70 (November 1957) and Series P-50, 
No. 86 (September 1958). 

2 There is a possibility that the percentage of unemployed reported in the older age groups is an under- 
estimate of the persons in this group who were not working, but who would be employed if work were 
available. It has been noted elsewhere that reported unemployment in the 65 and over age group is high 
relative to the immediately preceding age groups in years of generally low unemployment, but somewhat 
lower relative to these groups in years of high unemployment. It was suggested that this may be due to a 
tendency for more persons within this group to classify themselves as retired, and thus not in the labor 
force when work is not available than when it is. See National Bureau of Economic Research, “The 


Measurement and Behavior of the Unemployed,” Philip Hauser, “Differential Unemployment and 
Characteristics of the Unemployed in the United States, 1940-54,” p. 251. 
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The factors discussed appear to be the major socioeconomic differ- 
tials in unemployment. Family life cycle and race were also examined 
as possible factors. The former showed no significant variance 
which could not be explained by age. Negroes tend to be dispro- 
portionately affected by unemployment due to the fact that they tend 
to be in the occupation groups which are most severely hit. Unem- 
ployment rates for Negroes did not vary significantly from rates 
for whites when occupation was controlled. The data show also that 
duration of unemployment for Negroes tended to be longer than for 
whites. Almost twice as large a proportion of Negroes as of whites 
reported 27 or more weeks of unemployment. Again, this may be 
partially accounted for by their greater concentration in occupations 
in which durations of unemployment were relatively long. 

In summary, then, those persons most likely to be affected by 
unemployment, and to experience relatively long spells of unemploy- 
ment are those who are in the weakest position in terms of skills and 
material resources—unskilled laborers, those with low income, those 
with low education, the very young, and the very old. Furthermore, as 
has been noted previously, some of these factors are highly intercor- 
related. The individual who possesses one of these characteristics 
often possesses more than one. What is suggested, then, is that 
members of the labor force lacking training and resources to cope with 
unemployment are most likely to be affected by it. 

Since this series of surveys was begun only in June 1958, it cannot 
be used to differentiate between the socioeconomic characteristics of 
people unemployed during the 1958 recession and characteristics of 
people unemployed in prospertiy. However, we may compare the 
people who experienced “unusual” unemployment and those who 
experienced recurrent or seasonal unemployment in the second half 
of 1958 and in 1959. Table 14 shows that the group subject to sea- 
sonal or other recurrent unemployment, differs strikingly from other 
members of the labor force with regard to education and occupation. 
Of this group about 6 percent had only a grade school education, com- 
pared with about a fourth of other family heads in the labor ferce. 
As might be expected, only a small proportion—about 18 percent— 
of those with recurrent unemployment were white collar or service 
workers; the rest were skilled or unskilled workers or farm laborers. 
Among those for whom unemployment is unusual or who were not 
unemployed, white collar and service occupations were much more 
frequent. The group with seasonal or other recurrent unemployment 
also contained a relatively high proportion of Negroes. Age differ- 
ences between those with seasonal unemployment and those without 
unemployment were not pronounced, but the group with ‘‘unusual”’ 
unemployment in 1958-59 contained a relatively high proportion of 
young people (suffering cyclical unemployment and unemployment 
connected with job changes). 
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TABLE 14.—Characteristics of family heads! with seasonal or other recurrent un- 
employment (June and November 1959) 


Unemployed in previous 12} No unem- 











months ployment in 
- _| previous 12 
Selected characteristics months and 
Seasonal or unemploy- 
recurrent 2 Unusual 2 ment is 
unusual ? 
Percent Percent Percent 
Grade school education only_.........-.--..--..---.2---..--ee 46 25 
Skilled or unskilled workers and farm laborers. ..-...........-- 82 60 43 
Rs 0 deat ccheneddutcbecssenthhnntnoc: ia ctintenteiel 24 13 10 
Less than 35 years old - ..........--2....---.--...- Sethe ddaobe 32 51 | 32 
Number of cases.........- Rec dddboa di dcdddtasuudiahatcdientndes 170 87 | 1, 230 


! Covers family heads who were members of the labor force, excluding the self-employed. 

? Percent in eich group who have indicated characteristic: For example, of all 170 persons in the survey 
who were unemployed in the previous 12 months and whose unemployment was seasonal or recurrent, 
46 percent only had a grade school education. 


Norte.—For question: See table 6. 


Some additional differences evident from Census data may be men- 
tioned briefly. Ordinarily unemployment rates are somewhat lower, 
among men than among women. During mid-1958 this difference 
disappeared. Married men tend to have the lowest unemployment 
rates. This continued to be true during the recession, but differences 
between that group and others became less pronounced. Also, dur- 
ing the recession the unemployed group contained a smaller propor- 
tion of people who as a rule work only occasionally than is normal in 
prosperous times, 

We may conclude that during the 1958 recession the unemployed 
group contained (a) as in good years, many workers who are vul- 
nerable to unemployment because of low education and skills, youth, 
lack of seniority, advanced age, or intermittent attachment to the 
labor force, and (b) a somewhat larger than usual group of young 
male workers, with a high school education, family responsibilities, 
and steady work experience, who were previously employed in heavy 
industries. 


3 See U.S. Bureau of the Census, ‘‘ Annual Report on the Labor Force,”’ series P-50, No. 85 (June 1958) 
and ‘Work Experience of the Population in 1975,"’ series P-50, No. 86 (September 1958). 








CHAPTER III 
THE FINANCIAL IMPACT OF UNEMPLOYMENT 


Families who experienced unemployment or shorter hours suffered 
loss of some, or occasionally all, their regular income. Yet, unem- 
ployment does not necessarily mean that a family has a lower income 
than in the previous year, for many of the unemployed suffered sea- 
sonal or other recurrent unemployment. These people may have had 
the same income as a year earlier or even a higher one. In the 1959 
survey of consumer finances it was found that, among families where 
the head was unemployed 3-12 weeks, 40 percent reported that their 
income was less in calendar year 1958 than in 1957. The proportion 
reporting declines was 50 percent in families where the head was out 
of work 13—26 weeks and 70 percent for those experiencing unemploy- 
ment of the head in excess of 26 weeks." 

In order to measure the size of income loss, each family affected by 
unemployment or shorter hours was asked to estimate the amount of 
income lost as a result. The question was: 

About how much income did you people lose in the past 12 months because of 

being unemployed or working shorter hours? I mean, how much less than your 
regular wage did you (and other members of your family) earn altogether, counting 
unemployment compensation and the like as part of your earnings? (Nobody 
ean tell exactly, but could you give us an estimate?) 
The responses necessarily represent subjective estimates of income 
loss, since the respondent is asked to compare actual income with 
“what might have been.’”’ The question was included only in the 
June and October 1958 surveys; therefore, most of the data in this 
chapter (the exceptions will be noted) refer to the 12-month periods 
ending June and October 1958. 


Taste 15.—Income losses reported by families where any member was unemployed 
or worked shorter hours ! 











Income loss | June 1958 | October 1958 
Percent Percent 

eS er is aden dbadwidhbdbtene ab ebonecdunin a Sci 31 | 31 
$500 to $999._.......... ie aadiialiiaalitiais tend dacehdits te dhcac mie ipcsilill tac ibis eiinininntiaees biiill | 20 18 
EET a RG et oo RE SI RR RET TRE 19 20 
a Te REY 10 15 
Not ascertained, unable to make estimate --............. li shed 20 16 
A a AN a i ttn tak arms ciel nelle ° “| 100 100 


es, tid, iil, added ddpebbetlbabpocddsdnotwmdbcsae ; 361 Le 323 





! During 12 months preceding interview. 
? Includes a few families who said they had no income. 


The question on income loss was worded so that even people with 
seasonal unemployment only would report an income loss (in a few 
cases, however, people with seasonal unemployment stated that their 
income was normal, that they experienced no income loss).’ Table 
15 indicates that well over a third of the families who experienced 
some unemployment or shorter hours during the recession estimated 

1 See Federal Reserve Bulletin, July 1959, p. 707. 


2 The wording of the question was found to be somewhat ambiguous in these cases and should be revised 
in any future surveys. 


24 


IMPACT OF UNEMPLOYMENT IN THE 1958 RECESSION 25 


that unemployment had cost them over $1,000 of income, even after 
allowing for the receipt of unemployment compensation. More than 
10 percent estimated that their losses exceeded $2,000. The amount 
of loss for the 12 months prior to June 1958 and the 12 months prior 
to October 1958 seems to differ primarily in that more families reported 
losses over $2,000 in October. Although the distribution of income 
losses is more interesting than the average amount, it may be noted 
that the median loss of income by all affected families was about 
$850-$900 for the year ending in October 1958. 

There was no significant difference in income loss by families in 
which the head was unemployed and those in which other family 
members were unemployed. But families which only experienced 
shorter hours had large losses much less frequently than those with 
unemployment. Table 16 shows income losses of those families only 
where the head was unemployed. 


TaBLE 16.—TIJncome losses reported by families where head was unemployed! 











l l 
Tncome loss June 1958 | October 1958 
PT Are yh 0M aie scree asec eh a ia 
| 
Percent Percent 
Under $500 ?........... siceaciesacuieninsaeataaiinin erannnsiinemmsiaeainienciiitinaiieitiiintiateaimamel 29 25 
GI BE Bic hb ic cbtcn cntindip cdeonseceetnntsadiiapds de veiddeumaaiedttinienaae 20 22 
SAR 08 G1 08 ons napa ested adenepcetibbislcduinad i Shinhab liaise One ected 20 25 
$2,000 or over_._...-- piel oi Bes akan , ain dead bebcdionsadaaaeninias dammit 13 16 
Not ascertained, unable to make estimate.............--...-.........-..+..- 18 12 
WO iho b cin ad oa asd ane 6cbeeeccenenealinn 100 100 
Number of cases___.--- eh ee enna See een teen eomva a. 194 | 185 
' At time of interview or during preceding 12 months. 
? Includes a few families who said they had no income loss. 
TABLE 17.—Income loss by duration of unemployment of heads ! 


Duration of unemployment of head 














Income loss ie ges. ate ee Se 
| 1 to 4 weeks | 5 to 13 weeks | 14 to 16 weeks! 27 weeks or 
more 
| } 
Percent Percent | fPercent | Percent 
Under $500. 63 | 12 15 
$500 to $999__. 15 27 | 24 s 
$1,000 to $1,999 Mi 16\o) | 33) x 31\ 6) 
$2,000 or more 7 BY 19f°* | 30f 
Not ascertained 8 12 12 16 
Total 100 100 100 100 
Number of cases . , 59 | 126 118 63 





1 Combined data from studies conducted in June and October 1958. 


Income losses were most extensive for families which experienced 
protracted employment. Table 17 shows that well over one-half of 
families whose head had been unemployed for more than 13 weeks 
reported losses in excess of $1,000, and those with unemployment over 
half a year often had losses in excess of $2,000. On the other hand, 
there were some families whose heads were unemployed for 4, weeks 
or less and who reported for the most part only minor losses. Some 
families were ibaa to make an estimate of the amount of their loss. 
Unlike table 15, table 17 does not include families who had losses due 
to shorter hours only or due only to unemployment of other family 
members; however, if the head was unemployed and there were addi- 
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tional losses due to these other circumstances, they are included in 
the total income loss shown. 

The felt severity of the income loss may be gaged by answers to 
the question: 

Would you say that you and your family are better off or worse off than you 
were a year ago? and (if worse) would you say that you are much worse off or 
only a little worse off? 

In October 1958, in families where the head had been unemployed 
14-26 weeks a third replied that they were much worse off than a 
year earlier; in families where the head was unemployed half a year 
or more, the proportion who felt much worse off was nearly one-half. 
In families with shorter periods of unemployment, the percentage 
feeling much worse off was only about 15. 


TABLE 18.—Income loss in period October 1957 to October 1958 related to 1957 income 
(families where any family member was unemployed or on shorter hours) 


| 


























1957 family income of unemployed 

Income loss All ne 6 take co > ai aay ee 

Under $3,000 to $5,000 to $7,500 or 

$3,000 $4,999 $7,499 more 

Bs cccisienninogiesibint canis alae dieilc ited > " ict tailbda tise. k, 

Percent Percent Percent | Percent Percent 
Nee ed 31 29 36 | 23 31 
NO a Oi 55k NALS cl ewan er 18 20 17 i8 16 
$1,000 to $1,999__................ Se 20 17 20 27 14 
a 15 9 14 19 | 24 
Pree esenpteiiee = scdocacosxts.---..000-i 16 25 13 13 15 
MU Esk in suatdegdne ah 100 100 100 100 | 100 
Number of cases_......- sinntennaitabipanne’ 323 rf 79 107 88 4 49 











Severity of income loss may also be gaged by comparing income loss 
to previous income. In table 18 income loss in the year prior to 
October 1958 is related to 1957 family income. This comparison in- 
volves a small overlap between the period for which the unemploy- 
ment data was collected and the income period. If some member 
of the family had recession-related unemployment in 1957, 1957 in- 
come would have been unusually low. Hence table 18 may to some 
degree overstate the proportion of income lost by the unemployed 
during the recession. Even allowing for this, table 18 indicates that 
about a fourth of unemployed families must have e experienced income 
losses amounting to a third or more of normal pretax income. (Again, 
to the extent that losses are compensated by unemployment com- 
pensation they do not appear in table 18.) 


TABLE 19.—Comparison of two measures of income loss by duration of unemployment 








Average 1958 income ! Estimated | Median 
shiledteiddieenth ali 5 cmebaiilleibalening income reported 
Duration of unemployment loss income 
Actual Expected loss 2 
(1) (2) (3) (4) 
Ms oi cee beh Liki aideod bib debs. $6, 190 $6, 190 Le édb Lads chet aN 
3 to 12 weeks. , raid aensiinll 4, 680 5, 480 $800 $519 
13 to 25 weeks a gube 38, 550 5, 170 1, 620 1, 260 
26 weeks or more__-..-- 7 : ; 2, 570 5, 070 2, 500 1, 724 


1 Calculated on the basis of data from January 1959 Survey of Consumer Finances, 
2 June and October 1958 periodic surveys; estimated from bracket codes. 
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One may wonder how meaningful are the estimates of income loss 
resented in tables 15 to 18. Might not a good deal of exaggeration 
ave occurred? To answer this question we refer to estimates of 

income loss obtained by an entirely different method. The 1959 
Survey of Consumer Finances collected data on dollar amount of 
income as well as duration of unemployment in calendar 1958. Un- 
employment compensation and welfare payments are included in the 
income of the unemployed. One might then compare the average 
income of spending units with and without unemployment. Such a 
comparison would obviously exaggerate income loss, since the unem- 
ployed may well have less than average earning capacity even when 
they are fully employed. ‘The first column in table 19 shows average 
income of spending units with heads experiencing unemployment of 
varying lengths. The second column shows average income of 
spending units where the head was employed the year around, but 
with the same age, education, and home ownership characteristics as 
the unemployed in that group. In other words, the second column 
shows the income that these spending units might have been expected 
to have on the basis of the age and education of the head and their 
home ownership status.2 Thus the difference of $1,100 between 
“expected” income of fully employed spending units and expected 
income of spending units where the head was unemployed over half 
a year gives some measure of difference in earning capacity (due 
primarily to the concentration of unemployment among the very 
young and older workers and among those with little education). The 
difference between columns (1) and (2) may then be viewed as a rough 
measure of income loss. 

Income loss as derived by this method is considerably larger than 
the income loss reported by the unemployed themselves and shown in 
tables 15-18. The discrepancy probably has three reasons. First, a 
few of the people with recurrent or seasonal layoffs did not feel that 
they were suffering an income loss; some others may have reported 
only losses due to longer than usual layoffs. Second, some of the 
unemployed pointed out that they were saving transportation or 
lunch expenses, or that their unemployment enabled them to do work 
around the house which was of some value to them. Such offsetting 
factors could not be taken into account in the caleulations underlying 
column (2) of table 19. Third, some of the unemployed differ from 
regularly employed workers in ways which are not reflected in the 
estimates of ‘expected’? income, but which reduce earning capacity 
further—factors such as poor health, poor command of the English 
language, lower intelligence or motivation. Hence their expected 
earnings may be overstated in table 19. Still, the comparisons in 
table 19 argue against the possibility that people’s own reports on their 
income losses were greatly exaggerated.‘ 

Income losses, of course, are affected by receipt, or nonreceipt, of 
unemployment insurance benefits. In the next chapter we turn to an 
analysis of unemployment insurance benefits and their relation to 
income loss. 


3 Age and education were used in these calculations because they are two major determinants of ‘‘normal”’ 
earning capacity. ‘The home ownership variable was added primarily because of its correlation with family 
responsibilities and its association with major discretionary purchases. Occupation was not used in the 
calculations partly because of its correlation with edueation and partly because the chance that someone 
worked shorter hours was highly related to occupation and shorter hours would then lead to an understate- 
ment of normal earnings in certain occupations. 

4 The estimated median loss of $850-$900 per affected family is not inconsistent with the difference between 
aggregate compensation of employees (U.S. Department of Commerce data) in the first three quarters of 
1958 and the level of compensation which might have prevailed under full-employment conditions. 
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CHAPTER IV 


THE IMPACT OF UNEMPLOYMENT INSURANCE ON THE 
UNEMPLOYED 


In the four special studies conducted in 1958 and 1959, the un- 
employed were questioned about receipt of unemployment insurance. 
A major aim of these questions was to distinguish between three 
groups: Those who received unemployment insurance during the 
entire period of their unemployment, those who received benefits 
part of the time, and those who received no benefits at all. Having 
made this distinction, it was possible to study differences between 
the three groups, both regarding unemployment experience, socio- 
economic characteristics, attitudes, and measures taken to adjust to 
unemployment. 

To provide some indication of the numbers of persons involved in 
the receipt of unemployment insurance and exhaustion of unemploy- 
ment insurance benefits see chart 3 and supplement to chart 3. 


SUPPLEMENT TO CHART 3 


Summary of significant data on unemployment insurance, 1940-59 





| 


Unem- Average State 
ploy- Insured ! Average | weekly funds 
ment unem- Rate? Initial | Exhaus-| actual {|payment?) avail- 

Period insur- ployed (per- claims ! tions * dura- for total | able for 

ance (mil- cent) (thou- (thou- tion of unem- | benefits 

cover- lions) sands) sands) | benefits’| ploy- (billions 

age (mil- (weeks) ment of dol- 

lions) (dollars) lars) 

23.1 1.3 5.6 214 2, 596 9.8 10. 56 1.8 
31.7 2.0 6.2 340 | 1,935 11.8 20. 48 7.0 
32.9 1.5 4.6 236 | 1,853 13.0 20. 76 7.0 
34.9 1.0 2.8 208 sll 10.1 21.09 7.8 
35. 6 1.0 2.9 215 931 10.4 22. 7' 8.3 
36.7 1.0 2.7 218 7 10. 1 23. 58 8.9 
35.4 1.9 5.2 303 | 1,769 12.8 24. 93 8.2 
36. 6 1.3 3.5 226 1, 204 12.5 25. 08 8.3 
39. 2 1.2 3.2 227 1,020 11.4 27. 06 8.6 
39.9 1.5 3.6 269 1, 191 11.6 28. 21 8.7 
38.4 2.5 6.4 371 2, 599 14.8 30. 58 7.0 
a a cn ted oat diaetl 1.7 4.4 281 1, 703 13.1 30. 41 6.9 
38.1 2.5 6.3 403 GE hn bcbicedni 30. 50 6.7 
38.1 2.4 6.0 316 BED his oeincnna 30. 52 6. 6 
38.7 2.1 5.3 255 SNe Pevancabade 30. 38 6.4 
39.3 1.8 4.5 247 BGRG) Lik~-nonane 30. 02 6.6 
39.9 1.5 3.8 209 EE Enwocnenude: 29. 45 6.8 
40. 6 1.3 3.4 221 Bee. OS isdcaceas 29. 23 6.7 
lad ciiacsahic Reenedag nein 1.3 3.5 267 PRT Leilene 29. 10 6.8 
ia datas prin tv la cote dp 1.3 3.4 241 3 a ee eee 29. 76 7.0 
eoubbdelihead= — <idiheilad 1.2 3.1 213 TID. 8 icnwina sé 30. 49 7.0 

atl ene ocunaling 1.3 3.4 272 BE eacccaseca 30. 81 7.0 
db ela bcinamouwe 1.7 4.4 357 3 gf ee 32. 21 7.0 
spibuane eegu eqanen 1.8 4.8 358 Ls beac orerer 31. 91 6.9 





1 Weekly averages for periods shown. 

2 Percent that “insured unemployed,” is of ‘‘uanemployment insurance coverage.’’ Guam, Puerto Rico, 
and the Virgin Islands are not covered in these 2 series. Annual rates are calculated on the basis of average 
covered employment in the corresponding year. Monthly rates are based on average covered employment 
for the most recent 12-month period. 

3 For the period January 1955-June 1959, data on exhaustions, average actual duration of benefits, and 
average weekly payment include information relating to the program of unemployment compensation for 
Federal employees. 


Note.—The data on this page pertains only to the State unemployment insurance programs, including 
Guam, Puerto Rico, and the Virgin Islands, except as indicated by footnotes () and (*). Coverage under 
the Veterans Readjustment Act of 1952, the unemployment compensation for Federal employees program, 
the Ex-Servicemen’s Unemployment Compensation Act of 1958, and the program for railroad employees 
(UCFE) is not included. 


Source: U.S. Department of Labor. 
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Differences between family members 

Table 20 shows separately for each survey period the distribution 
of unemployed family heads between the three categories referred to 
above. Since the number of cases is small for each date, the variations 
in this distribution from one survey to the next are not significant. 
Thus the data cannot be used to assess the impact of the Temporary 
Unemployment Compensation Act, although it does appear that the 
group receiving benefits the entire time was unusually large in October 
1958. What we can conclude with some confidence from table 20 
is that during the recession about 4 out of every 10 of the unemployed 
heads of families did not receive any unemployment i insurance benefits 
and that another 2 out of 10 did not receive benefits all of the time. 
In table 20, as well as the tables which follow, people who received 
benefits for all but 1 or 2 weeks were classified as having received 
benefits the entire time, since the 1 or 2 weeks without compensation 
in most cases seem to represent the initial waiting period. Another 
small group for whom it is difficult to find a logical classification are 
those who were unemployed only 1 to 2 weeks and received no com- 
pensation. This group is included with those receiving no compen- 
7 but its magnitude at each date is indicated in footnotes to 
table 20. 


TaBLe 20.—Receipt of compensation by unemployed heads (in year prior to survey) ! 


j | 
June 1958 October 1958 | May-June November 
| | 1959 | 19859 








Percent Percent Percent Percent 
Received benefits for entire time 4___... vane 35 42 37 





Received benefits for part of time uate 21 24 22 24 
Did not receive benefits..............-.s.....-- 242 233 | 839 339 
Dot GRAMMING. . ninncda noe co-..2scnccsengenl 2 1 | 2 | 1 


| 
A a | 100 | 100 | 100 | 100 


| |) 


Dumber Of ents. ......-.sos6----~-------5. Samp 192 | 188 | 151 “187 


1 In 2 years prior to survey for November 1959. 
2 Includes 4 percent of unemployed heads who had 1 to 2 weeks unemployment, 
3 Includes 5 percent of unemployed heads who had 1 to 2 weeks unemployment. 
* Includes heads who were unemployed more than 2 weeks and were without compensation for not more 
than 2 weeks. 


TABLE 21.—Receipt of unemployment benefits by family status of unemployed 
(combined data from all 4 studies) 


| Family status of the unemployed 


Receipt of benefits 














| Head | Wife | Other rela- 
| tives 
Percent Percent Percent 
OND od ke. lh wes eesvecanane times 38 | 24 37 
nn, eed ocuheeosone 22 28 17 
nn on molest 38 44 44 
I So en Shep ahelaneseadnweaess 2 4 | 2 
mma Sia. So es a) Ck AE Yt | 100 | 100 | 100 
oy 18 | 
| 
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Table 20, as mentioned, refers to family heads only... From table 
21 we see that unemployed working wives are somewhat less. likely 
than family heads to receive compensation all of the time and more 
likely to receive it only part of, the. time or not at all. Analysis of a 
‘eal number of cases from the fall 1959 survey indicates that most 
of the difference seems to be due to part-time workers among the 
wives.’ A considerable majority of the unemployed part-time wives 
received no compensation at all, and hardly any received compensation 
for the entire time of their unemployment. ‘Other relatives’’ in, the 
household consist largely of unmarried sons and daughters, old parents, 
and occasionally a brother, sister, aunt, or uncle. These people also 
were found to receive compensation less frequently than the head. 
Since recent entrants into the labor foree (sons and daughters who still 
live with parents) predominate, ineligibility is casio one major 
reason for failure to receive compensation. It will be shown in the 
following chapter that there are some people who are forced by 
prolonged unemployment and lack of financial resources to move in 
with relatives. These people then become classified as “other 
relatives” and help to account for the relatively low frequency of 
receiving compensation. In the rest of this chapter the analysis will 
be concerned with receipt of benefits by family heads only. 


TABLE 22.—Unemployment benefits by duration of unemployment of head (combined 
data from all 4 studies) 


Duration of unemployment 











Receipt of benefits 
1 to 4 weeks | 5 to 13 weeks 14 to 26 27 weeks or 
weeks more 
Percent Percent Percent Percent 
Received entire time........................-.- 40 40 46 17 
SROGOSOOG OTE GF CNN ben cccdneccescecctcbwsus 3 23 23 48 
Sh ee 57 37 30 34 
Be Mii nc cece dcbitilocascccsusducce @) () 1 1 
Wa pig sniracanchtithoosnenecoviatics 100 100 | 100 | 100 
Number of cases.........-.------c-----------+ 119 | 227 | 178 | 107 
| 


! Less than 0.5 percent. 


Relationship to duration 


A major reason for not receiving benefits is unemployment of 
either very short or very long duration. People with very short 
durations often receive no compensation at all, while those with very 
long durations may exhaust their benefits before they can return to 
work. Table 22 shows that among family heads with durations of 
only 1-4 weeks over the course of a year, about 60 percent did not 
receive any compensation and those who did receive it, usually ob- 
tained it for the entire time. In the remaining duration groups 
the proportion without any compensation was around one-third. 
Unemployed family heads who did receive compensation and were 
out of work 5-26 weeks were more likely to collect compensation 
all the time than to collect it only part of the time. For the group 
with 27 weeks or more the situation was strikingly reversed: receiving 


1 Whether working wives were employed full time or part time was ascertained only in the fall 1959 survey. 
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compensation all the time was very infrequent (and without temporary 
unemployment compensation would have occurred even more éeldorn$, 

The data covering unemployment experience in the 2 years from 
fall 1957 to fall 1959 yield a similar picture. The group not receiving 
any compensation had the highest frequency of short durations, 
although more than half of these people experienced durations of 
9 weeks or more over the 2 years. Again, the group which received 
benefits only part of the time had the largest proportion of cases with 
long durations. Median length of unemployment during the 2 years 
was 11 weeks for unemployed heads who received no compensation, 
15 weeks for those receiving it all of the time, and 21 weeks for those 
receiving compensation part of the time. A majority of those re- 
ceiving compensation only part of the time had to get along without 
compensation somewhere from 5 to 13 weeks during the 2 years, fall 
1957 to fall 1959. 


Relationship to demographic characteristics 

Further insights into the factors associated with failure to receive 
unemployment compensation may be gleaned from the relation 
between receipt of compensation and demographic characteristics. 
These data suggest, as one might expect, that ineligibility is a second 
important reason why some workers do not receive compensation. 


TABLE 23.—Receipts of unemployment benefits by selected occupation groups for all 
unemployed heads (combined data from all 4 studies) 














Receipt of benefits Skilled and Unskilled Service 

semiskilled laborers workers 

Percent Percent Percent 
I i. asta pi enlace laden ms caiiniieennaenols 21 ; 
Ne CC 23 28 18 
IT iii scxnvar ig bcataddadisddgbenenonessautnued 30 46 46 
ee Cs ich, i ac anennntetndoe decd mene 3 5 8. 
I i ae 100 | 100 | 100 
I ON I oe oak Sane Rehan acheundocetorenncccenbibte ~ 407 | 166 | 68 





Table 23 shows that receipt of compensation varies considerably by 
occupation. In this table cases from all four surveys are combined; 
still, unemployment of family heads is so concentrated in three occupa- 
tions, that breakdowns for white-collar occupations were not war- 
ranted. The table shows that about half of unemployed family heads 
who were service workers did not receive any compensation. Many 
service establishments are too small to be covered by State unemploy- 
ment compensation systems, and they use more part-time help than 
industrial firms. Unskilled laborers fare no better than service 
workers, possibly -because many of these people shift frequently from 
one job to another.? About two-thirds of the skilled and semiskilled 
family heads received at least some compensation whem unemployed. 
Also, compensation is more often received for the entire period of 
unemployment by skilled and semiskilled than by unskilled laborers 
or service workers. 


2 See U.S. Bureau of Labor Statistics, ‘The Extent and Nature of Frictional Unemployment,” Study 
Paper No. 6, Joint Economic Committee, Congress of the United States, 1959, p. 47. 
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TABLE 24.—Receipts of benefits by unemployed head by previous income (October 
1958 survey only) 


1957 income 
Receipt of benefits 


Under $3,000 $3,000 to $5,000 or over 
$4,999 


Percent Percent Percent 
Beceh Ved Cmte CMO cco cencaningdibbtidbcdaliddaedhoocbidaal 23 52 51 
Received part of time. 28 17 20 
Received none_.........- 47 29 29 





Nob ancertgined .. ...-.-.c20e dn cenpen-cemennwasepnesenqnsngse 2 “ () 
ONO inne a yobnntnnenivns dda pwrenhghiinedndeqpaniosienebeey 100 100 | 100 





Weebaalaeee ys Os Us a | 56 | 54 | 58 
| 
1 Less than 0.5 percent. 


The relation between receipt of compensation and previous income 
can be seen only from the October 1958 survey, where 1957 as well 
as 1958 income was obtained. In the surveys where only current 
income was asked for, the income is itself affected by the compensa- 
tion rather than being a more or less independent family characteristic. 
Table 24 shows that unemployed family heads with previous incomes 
below $3,000 were much less likely to receive compensation than those 
with higher incomes. The difference between low-income and middle- 
income workers is consistent with the finding that people in low- 
income occupations—service workers and unskilled laborers—are less 
likely to receive compensation than the better paid skilled and semi- 
skilled workers. 


TABLE 25.—Receipt of unemployment benefits by race for unemployed heads of 
families (combined data from all four studies) 














Race 
Receipt of benefits 
White Negro 
Percent Percent 
Received entire time __......-- <i nau th Satie naa eiaboiois tuibts tae tpralhe aeeneicaante 37 
Received part of time __...._-- espinal aipaitaineaptiiatl militia aimiamdmendid 21 25 
Received none__......- ca Bin enn ctiskSKSSaTESSEDSETSORSSETARET SS oN eeeTESEENE 35 45 
POO UUURTORENE . = 2 GIS cde thcdeansaybsenumeembasddnenneimbseeniamwnig avian 7 6 
a eee 100 100 
NEE RE nee ee ne ee ee 571 | 140 


Age does not seem to bear a significant relation to receipt of com- 
pensation!’ Differences between white and Negro workers again 
seem to reflect primarily occupational differences. Table 25 shows 
that unemployed white workers receive compensation somewhat more 
often than unemployed Negroes. Since a higher proportion of 
Negroes than ofwhites are service workers and unskilled laborers, 
this finding again is not unexpected. Taken together, tables 23 to 
25 illustrate a major shortcoming of our present unemployment insur- 
ance system: The effect of occupational differences in eligibility is 
that. the unemployment compensation system gives the least help 
to the weakest economic groups. 
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Unemployed family heads for whom unemployment is seasonal or 
recurrent reported somewhat more often that they received no com- 


eames at all than family heads with “unusual” employment. 
owever, this information was available from only two surveys, and 
the difference is too small to be statistically significant, given the 
available. number of cases. 


Reasons given by the unemployed themselves 


Another way of uncovering factors associated with not receiving 
unemployment compensation is to ask people directly why they did 
not receive compensation. Thus, in June and October 1958, people 
who received no benefits at all or who received them only part of the 
time were asked, ‘“‘Why is it that you did not receive unemployment 
benefits (all the time)?” It was known from a previous Survey Re- 
search Center study * that many people do not know their rights and 
obligations under the unemployment system and hence cannot provide 
an intelligible answer to this kind of question. In the June and Oc- 
tober 1958 surveys this was true of nearly a fourth of unemployed heads 
or their wives. This would suggest that a much more vigorous 
educational campaign should be undertaken to inform unemployed 
persons of their legal rights under the State and Federal laws.‘ 


TaBLeE 26.—Reasons given by unemployed family heads who did not receive benefits 
for all or part of their period of unemployment (June and October 1958) 


Reasons for not receiving benefits ! Received part Received no 
of time benefits 


Percent Percent 
Ineligible, did not work long enough or ineligible occupation 
Exhausted benefits 
Disqualified: 
Had odd job while unemployed 
Quit job, left town, didn’t look for job 
Did not apply or delayed: 
Felt unemployment would be short 
Not worth the trouble 
Felt benefits are charity 
Other 
Waiting period 
Other reasons - 
Not ascertained 





ne 
a 
aw 





1 More than 1 reason may have been given; hence percentages add to more than 100. 


Table 26 shows the explanations which unemployed family heads 
(or their wives) gave for not receiving benefits. These data are 
available only from the two 1958 surveys. The table reffects the 
impressions of the unemployed, which undoubtedly are sometimes 
incorrect. While the data presented earlier indicated that duration 
and eligibility are major factors determining receipt of compensation, 
table 26 suggests that there also are family heads who fail to receive 
compensation because they knowingly do not apply or disqualify 
themselves. It is quite possible that table 26 exaggerates the fre- 
quency of such behavior. People who do not apply or disqualify 
themselves can speak of a decision of their own. eople who are 
ineligible or exhaust their benefits may only know that they received 

* Dwight B. Yntema, “Survey of Unemployment Compensation in Michigan, 1955,” Hope College, 
Mich., Department of Economics and Business Administration, February 1957 (mimeo.) 


«The same conclusion emerges from Morris Janowitz, “Public Perspectives on Social Security,” Social 
Work, July 1956, pp. 94-101. 





IMPACT OF UNEMPLOYMENT IN THE 1958 RECESSION 35 


no compensation check or that the compensation checks stopped 
coming after a while, without understanding the exact reasons. This 
may lead to an “I don’t know” response. Also, a man who says that 
unemployment compensation is charity or that he was not feeling well 
enough to apply, may not know or may fail to mention that he was 
not eligible for benefits. Still, we must conclude that ignorance, 
indifference toward receiving compensation, and pride constitute 
additional major reasons why many unemployed get benefits only 
some or none of the time. 

Among those who received benefits only part of the time, the pro- 
portion who explained that they had exhausted their benefits or were 
ineligible to receive benefits for more than a short period was particu- 
larly small. Several other explanations were more frequent: Some- 
times the head delayed applyiag because he expected that unemploy- 
ment would be short or the amount received would be small and 
therefore ‘not worth the trouble.” A small minority of people 
seemed to feel that unemployment benefits are charity. Among 
various other reasons for not applying promptly was the notion that 
unemployment benefits are an emergency reserve which should not be 
used until absolutely necessary. A second kind of explanation was 
that the head became disqualified—either because he found an odd 
job, or because he left town or did not look for work. Third, quite a 
few people mentioned that time elapsed before they received their 
first check. In some cases this delay may represent the initial waiting 
pa in others administrative delays. Conversely some people may 

ave been unaware of having exhausted their benefits as checks 
arrived with some delay which were in fact compensation for earlier 
weeks of unemployment. 

Among the people who received no benefits at all less than a third 
explained that they were ineligible since they did not work on a cov- 
ered job or had not worked long enough. A very small proportion had 
exhausted their compensation during a previous period of unemploy- 
ment. A sizable group reported that they were disqualified, having 
left town, quit their job, or been unwilling to look for other work. A 
few family heads were disqualified by reason of finding occasional 
work which tided them over the entire period of unemployment. 
Again there was quite a sizable group who did not apply and some 
people whose unemployment ended before they received their first 
check. 

The attitudes of people who did not apply for compensation or 
disqualified themselves are best understood by quoting verbatim some 
of the explanations which were offered by unemployed heads who 
received no compensation at all. The cases selected were those 
where reasons other than ineligibility were mentioned. 


Unemployed heads who received no benefits at all 

“T ain’t never heard of it” (refers to unemployment benefits). 
Single; age 57 ; previous year’s income $1,000-$1,999; 4 grades of school ; 
oceupation: farm laborer; unemployed 37 weeks. 

“Didn’t want to stand in that line.” Married; no children; age 41; 
previous year’s income $2,000—$2,999; 8 grades of school; occupation: 
cook; unemployed 2 weeks. 

“T never applied. It was just a layoff and we took a vacation.” 
Married; no children under 18; age 54; previous year’s income $7 ,500-— 
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mt 12 grades of school; occupation: aircraft worker; unemployed 6 
weeks. 

“Don’t think a man should apply if he is going back to work.’’ 
Married; one child; age 45; previous year’s income $3,000-$3,999; 
occupation: waiter at a country club; unemployed 4 weeks; 8 grades of 
school. 

‘“‘T resigned my position to go back to school and intended to get a 
part-time job to eat. This I was unable to locate so I had to quit 
school and look for a full-time job. I didn’t apply for unemployment 
insurance because originally I had resigned my job and once before 
I tried to collect unemployment and they made me mad. They asked 
so many questions.”’ Single; age 27; previous year’s income $3,000— 
$3,999; A.B. degree, and A.M. in Institute of Banking; unemployed 
16 weeks. 

“The time was for short periods in between jobs, no time to file 
benefits.” Married; one child; age 44; previous year’s income 
$6,000-$7,499; 10 grades of school; occupation: journeyman steam- 
fitter; unemployed 3 weeks. 

“‘T didn’t go check—lI tried to do other work these months.’ Mar- 
ried for a month; age 21; previous year’s income $2,000—$2,999; 8 
grades of school; occupation: delivery and repairs for a furniture 
store; unemployed 10 weeks. 

“T do not believe in it and I would not apply for it. If they mailed 
it to you, I’d take it because I’ve paid for the damn thing.”” Married; 
no children; age 28; 12 grades of school; previous year’s income 
$10,000-$14,999; occupation: department manager, construction and 
motor equipment company; unemployed 12 weeks. 

‘‘Wouldn’t apply although eligible. Feel it is just charity. You 
have to stand in line like a beggar.”” Married; 2 children; age 20; 
11 grades of school; previous year’s income $4,000—$4,999 ; occupation: 
truck driver and helper; unemployed 20 weeks. 

“T applied and they told me to come down and I missed my appoint- 
ment and then I was called back to work.’ Married; no children; 
age 37; previous year’s income $5,000-$5,999; 10 grades of school; 
occupation: presser at cleaners; unemployed 18 weeks. 

“Tt wasn’t for any long period of time. Just a day or two at a time.” 
Married; 4 children; age 30; 12 grades of school and trade school; 
previous year’s income $4,000—$4,999; occupation: machinist. 

“We could have, but we moved to California.”’ Married; 2 chil- 
dren; age 34; previous year’s income $5,000—$5,999; nine grades of 
school; occupation: aircraft mechanic; unemployed 8 weeks. 

“‘After receiving unemployment benefits, the employer called for me 
to come back to work but I couldn’t get along with one of the workers. 
So then they wouldn’t pay me any more unemployment money.” 
Separated ; no children; age 40; previous year’s income $1,000-$1,999; 
cap, apeget of school; occupation: day laborer; unemployed 8 or 9 
weeks. 

“Well, my husband said you have to have the whole list of jobs 
you’ve worked on and the times, and he couldn’t even remember 
because he worked for contractors one job after another. You have 
to stand in line and he’s not very well. If you’d see him you’d wonder 
how he can work at all.’”’ Married; no children. under 18; age 52; 
previous year’s income $2,000—$2,999; three grades of school; occupa- 
tion: plasterer; unemployed 26 weeks. 
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“My husband would not work for say 1 week. Then he would get a 
small job. Then he’d be out of a job for several days. It went on 
like that the last 3 months of 1957—I think he didn’t want to be 
bothered about it.’”’ Married; 2 children; previous year’s income 
$4,000-—$4,999; age 28; 12 grades of school and then studied electronics; 
occupation: electrician. 

“My husband made the mistake of telling them at unemployment 
office, he expected to go into business with his father—the taxidermy 
business in a couple of months, when his father returned from Cali- 
fornia. So they said he would not be eligible for unemployment. It 
made me just sick. Taxidermy business is very distasteful to my 
husband, but he thinks this is preferable to the worry and uncertainty 
we have been through.’”’ Married; 6 children; age 37; previous year’s 
income $5,000—$5,999; 12 grades of school and completed apprentice- 
ship for toolmaking; unemployed 18 weeks. 


Unemployment benefits and income loss 

Unemployment insurance did not prevent substantial income losses. 
Among workers with 13 weeks of unemployment or less and some 
benefits, at least half had losses in excess of $500 (table 27). Among 
workers with longer durations of unemployment and some benefits, 
at least 90 percent had losses over $500 and in two-thirds of cases 
losses amounted to more than $1,000. Overall (according to table 27), 
income losses of families who received unemployment benefits all or 
part of the time were not visibly smaller than income losses of families 
without compensation. This finding, though paradoxical at first 
sight, is explained by the data presented above. Workers who are 
eligible for compensation have on the average higher incomes when 
fully employed than those who are ineligible; the higher one’s rate of 
pay, the more one loses from unemployment of a given length. 
Secondly, some workers were able to do odd jobs while unemployed; 
hence they had small income losses and obtained compensation only 
part of the time or not at all. Third, differences in duration between 
those with and without compensation could be controlled only roughly 
in table 27 because of the small number of cases. Apparently one of 
the results of the unemployment insurance system, as it works at the 
present time, is to prevent the better paid and better situated workers 
from having greater income losses (in absolute terms) than those with 
smaller incomes. 


TABLE 27.— Relation of income loss to receipt of unemployment benefits! (families 
where head was unemployed 


Head unemployed 14 to 52 


Head unemployed 1 to 13 
weeks, received benefits— 


weeks, received benefits— 





Income loss 


Entire Part of | Noneof| Entire Part of | None of 
time time time time time time 


Ae eee eee eens e seen esseeeen 


1 Combined data from surveys conducted in June and October 1958. 






























CHAPTER V 
MEASURES TAKEN TO MEET INCOME LOSSES 


Very little is known from past studies about how families manage 
financially during a period of unemployment—what measures they 
take to adjust to their income loss. Such information is particularly 
needed for a representative and nationwide sample of families with 
recent unemployment experience. Therefore, in the June and October 
1958 surveys each family which had experienced unemployment or 
shorter hours was asked: 

What kinds of things did you do to make ends meet with the smaller income? 
Tell me about it. 

After this open-ended introduction, a series of questions was asked 
regarding specific measures.’ 

More than five out of six families with income losses reported that 
they had taken some measure, and most that they had taken several 
measures, to meet the loss of income. The most important measures 
were, in order of frequency: use of savings, cutting down on buying, 
borrowing money, piling up bills, and help from relatives (table 28). 
Some families moved to cheaper quarters, were able to have another 
member of the family go to work, or obtained relief from a public 
welfare agency. Interestingly, no more than 1 percent of all those 
who suffered an income loss reported that they had to sell their car or 
some other durable good. 

The average family with unemployment of the head took two of 
these measures, while those who experienced shorter hours took only 
one on the average. The differences between the groups in table 28 
illustrate how the number and harshness of measures taken increases 
with the severity of the unemployment experienced by the family. 
Needless to say, the larger the income loss, the more measures were 
taken to meet the unemployment situation. 

About 44 percent of the unemployed heads of families reported that 
they had some savings which they used in the emergency. Although 
the extent of the savings drawn is not know, reliance upon savings 
was by far the most important measure taken by heads of unemployed 
families. This fact iodsentes the extent to which foresight and self- 
responsibility are or must be relied upon to meet unemployment 
emergencies. 

Twenty-three percent of the families in which the head was un- 
employed reported that they received some help from relatives. 
Although the extent of the aid is not known, the general magnitude 
indicates that family aid plays an important role in providing pro- 
tection in an unemployment emergency. 

1 In both surveys the discussion of measures taken began with the open-ended question. Then, in June 
1958, families were specifically asked whether they had borrowed money, piled up bills, gotten help from 
relatives, moved to cheaper quarters, or gone on relief as a result of their income loss. In October 1958 the 
list of specific probes was extended. Families were also asked whether they sold their car or other durables, 
decreased savings, postponed buying, or whether some member of the family who usually did not work 
became ye te As more alternative measures were suggested to the respondent in the October survey, 


responses for the two surveys are not strictly comparable in some categories. For these categories, only the 
October figures are presented in the tables. 
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TABLE 28.— Measures taken by type of unemployment experience! 
































All families expe- Type of unemployment experience 
riencing unemploy- (June and October combined) 
ment or shorter 
hours 
Head unemployed Head or 
Measures taken | _| Other other 
family family 
| member | member 
June October | At time | Earlier unem- | worked 
of survey ployed | shorter 
hours 
= : ——J 
Percent Percent | Percent | Percent | Percent | Percent 
Decrees SATIS 9 .....cqincaesconenncene<= (3) 37 42 46 33 24 
PORGpONO DUGMIE 9... cc cwscnpccccccace (3) 34 44 33 33 29 
NT, WI ai ainsi dpe tah n Mahal 17 21 23 24 18 10 
TO 19 18 30 22 14 7 
Got help from relatives. -_-...............- 15 17 23 22 | 15 6 
Moved to cheaper quarters -............- 8 14 | 13 13 6 2 
Other family member got job ?____......-- (3) 7 | 2 10 8 6 
Went Om COMME eo nnnn os en nnngice senses 2 | 4 10 3 2 1) 
Sold car or other durables................- Ee koe S taneduanntiamcensmelanainadl 
CREA, ectel cde ch ce tubcctinGuwmakuawden 3 6 6 7 (4) 3 
TES oh. natn ccocnaumasad ob nainnienainel (3) 13 6 7 20 22 
FE SE oi cncncnapadentocunesntel 9 10 6 6 10 19 
Average number of measures taken 5___._. (8) 1. 76 2. 06 1.91 1. 43 1. 07 
Number of cases (all) . ....-- sl caidhcahsieicndtpa 361 | 322 | 127 251 98 7 
50 134 51 7 





Number of cases (October only)...........]........-- S  ocretelaniee | 


1 Adds to more than 100 percent, because often several measures were taken. 

a in these categories are based on October data only, since June questions were not compa- 
rable. 

3 Figures for June 1958 not comparable because of different wording of question. 

4 Less than 0.5 percent. 

5 In computing the average number of measures, it was assumed that the not ascertained cases took on 
the average as many measures as families for whom information is available. 


TABLE 29.— Measures taken by number of children under 18 in the family! (com- 
bined data from studies conducted in June and October 1968) 


Number of children under 18 























None 1to3 4 or more 
dated ceneerisnniallinasio — 
Percent Percent Percent 
Disepdatnd moving tii. 6d ds dnd sesh isskheni GG -Os3e-- 9 35 
POROUS DIES 8.5.20 needing cencadapeame~ pantinincan«<oniiit 32 34 41 
BT OWES MOOT fod... ig dddsn ct HlidendedacadetaNNesgeenba , 14 21 | 26 
Piled-up bills. _.....-..-... ~ demeth dntihe aipahiiimihin sybian dhanyohien ’ 13 20 34 
Cr HE SEINE 5000 non cns a nguialinnan sakes kmatae sets 12 19 23 
Moved to cheaper quarters_-............--.----.--+-+------.---- 7 9 14 
Other family member got job *_.........---.----.------------- 10 15 
Weoaed OF TOON Wolo ae helt b1b sed 5d 5k LEU A 2 3 | 10 
Sold ear or other: durables... < o- - acne she - seein cp en eee none () I (@) 
CD co on nis n ee ech tiene pagabars neieeabanth-ncahelindietgatandamaaaaait 3 | 8 | 4 
Name tain 2.32.0 lei. oi) .5.... cb el yk eS ar rd | 15 | 14 2 
TAGE OROIENIOOG | io. Eh nk). sdb hibecenah = -uilhidetosubee ced | ll 9 9 
EE EEL SS | > 

Average number of measures taken 4. .....-.-.----..------.--- 1.39 1.76 | 2, 34 
Number of cases: 

Mies i Se cad de oe 268 328 | 90 

October only....-.- pnianainhiicppenadubehapetibeoapsbadedin | 129 155 | 41 





1 Adds to more than 100 percent because often several measures were taken, 

2 Percentages in these categories are based on October data only, since June questions were not comparable. 

’ Less than 0.5 percent. 

4 In computing the average number of measures, it was assumed that the not ascertained cases took on 
the average as many measures as families for whom information is available. 


Table 29 demonstrates that families with more than three children 
found it considerably more difficult to manage financially, when they 
experienced unemployment, than smaller families. The average 
number of measures taken rises sharply from 1.4 for families and single 
individuals without children to 1.8 for families with three children 
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or less, to 2.3 for larger families. The more drastic measures—bor- 
rowing money, piling up bills, moving to cheaper quarters, and going 
on relief—all show sharp increases with size of family. 


TABLE 30.—Relation of measures taken to duration of unemployment! (families 
where head was unemployed) 




















Duration of unemployment of head 
Measures taken 
1 to 4 weeks | 5 to 13 weeks |14 to 26 weeks; 27 weeks and 
over 
_ _| ‘ . nS oil 
Percent Percent Percent Percent 
pS EE \ TER EE 1S 0 wuitien 46 36 52 | 
PEE HIE Fa CD cee Sods cwdeggntcccocdcgeu 35 29 37 44 
IE ON hie ccm nccdiigmeesanncgeme 17 19 28 | 22 
Piled up bills i eal net is cote diiaaadls wind onek map 19 21 30 | 25 
Got help from re eet. rood, a 17 21 25 22 
Moved to cheaper quarters_.---..._- : ‘ahi 12 6 15 | 21 
Other family member got job ?_ ___-- kGhitn due 4 7 7 15 
Went on relief. dino dicdpdvedcusdalbaies Ranked v 2 7 8 
Ge PEERS od hee bocce nemienludscisctscetbectoccoccr th 
CO ih eihideidmipphimeonrgediogns : 4.4 2 | 4 12 5 
ne nal 27 14 | 7 6 
I PEE th ih pp oii cep cn pnees-nee 5 7 | 4 | 8 
Average number of measures taken #_........-- 1. 60 1. 56 | 2. 22 | 2. 24 
Number of cases: | 
Combined -........... jnbsieiiatigibereniininahines 59 | 126 | 118 63 
eee ae ee lta ds 26 58 60 34 








1 Includes only those families where the head experienced some unemployment. ‘This table is based on 
combined data from studies conducted in June and October 1958, 

2? These measures were not specifically asked about in June; therefore, percentages in these categories are 
based only on October data. 

3 In computing the average number of measures, it was assumed that the not ascertained cases took on the 
average as many measures as families for whom inform: ation is available. 


The measures taken by families in which the head experienced some 
unemployment are shown in table 30 according to the length of time 
for which the head was unemployed. It appears clearly that families 
whose heads are unemployed for more than a quarter of a year are 
forced to take more measures and more drastic measures to meet their 
income loss than families whose heads are unemployed for shorter 
periods of time. In particular, the proportion of families who reported 
that they had moved to cheaper quarters or that they had been on 
relief rose markedly as the period for which the head was unemployed 
grew longer. About 7 percent of families who were unemployea more 
than a quarter of a year sought and obtained public relief from welfare 
agencies. For those with unemployment of less than 14 weeks, the 
proportion who went on relief was negligible. The instances where 
another family member, often the wife, went to work also grew in 
frequency with longer durations of unemployment. Yet earnings of 
the wife were of substantial assistance in only a minority of families 
with prolonged unemployment. In 1958, about 70 percent of all the 
heads of spending units unemployed 26 weeks or more did not have a 
wife or their wife had no income. In about 10 percent of such spending 
units, the wife received up to one-third of the unit’s income; in about 
20 percent, the wife received more than a third. 

Families whose head had been unemployed 14 to 26 weeks reported 
piling up bills, dissaving, and borrowing money more often than 
families whose head had been unemployed for a longer period of time. 
This suggests that families often reach the end of their savings and 
their credit resources after the head has been unemployed about 


IMPACT OF UNEMPLOYMENT IN THE 1958 RECESSION 41 


half a year. This inference is reinforced by data on liquid asset 
holding from the 1959 survey of consumer finances. Sixty percent 
of the spending units where the head was unemployed 26 weeks or 
more in 1958 had no liquid assets in early 1959. This compared 
with only 25 percent of spending units with no liquid assets in the 
whole population. 

Some additional information on the debt position of the unemployed 
may be gained from the 1959 survey of consumer finances. More than 
7 in 10 spending units owed some personal debt early in 1959; this pro- 
portion was about the same for spending units with and without unem- 
ployment in the previous year. Amounts owed, however, were larger 
for fully employed spending units because of larger amounts owed on 
cars and other durable goods. Other personal debts were similar in 
amount for spending units with and without unemployment experi- 
ence. But, while personal debt as a whole was smaller on the average 
for those who were unemployed in 1958 than for those who were not, 
it was larger in relation to their incomes and liquid assets.’ 


TaBLeE 31.—Relation of measures taken to receipt of benefits! (families where head 
was unemployed) 


























Head unemployed 1 to 13 Head unemployed 14 to 52 
weeks, benefits received— weeks, benefits received— 
Measures taken coluniinis ale al a a aie 
Entire Part None Entire Part None 
time time | time time 
| | | 
| Percent | Percent | Percent | Percent Percent | Percent 
Decreased savings ?....................... 50 30 36 60 37 50 
PUREE DEE Shdnckatnnecnenucseskpes 34 35 27 40 51 21 
BDOSTO WO Bo ohn no nndnsdsncceditniccus 8 26 23 18 31 33 
ie RET ere 16 19 28 21 43 27 
Got help from relatives. .-............-.-- 21 14 24 26 20 31 
Moved to cheaper quarters... ...........- 5 2 14 12 21 20 
Other family member got job ?__......_--- 6 5 6 3 SE Rie tibatatainiien 
Wet Ge Wiis bikidde i ticthndenciuewstes B Ee ebidabos 1 7 10 4 
Sold car or other durables................- I sameness gpligniniehanetnennes Naiciibiositbaiiadnall indieeiihtredaeats anieneaiaiaa aie ideal 
GONE. ccdhdadcdhibetihantitdakadudsantens 7 2 3 9 7 13 
oY eee eee ee 22 @) 24 4 9 s 
PEGS GR idaakcccneceddinccapacmin 2 9 10 2 3 | 9 
mitinstibieeinit aco evecensmerenene beprtmensatesttel cmetenigeeens eieaenees 
Number of cases: 
COUnRNNE GRUB Senddacdncidicoudesse 63 43 79 60 63 56 
QOS D I GOES dicen <0. ci cnblecsmiatiabnen 32 | 20 33 35 35 24 











1 Combined data from studies conducted in June and October 1958. 

2 These measures were not specifically asked about in June; therefore percentages in these categories are 
based only on October data. 

3 Less than 0.5 percent, 


Of particular interest is the effect of unemployment insurance on 
measures taken. The groups compared in table 31 are small, but 
tentatively a few findings may be stated. The overwhelming majority 
of families where the head received unemployment insurance benefits 
during the entire period of his unemployment still took one or more 
measures to deal with their income loss. Unemployment insurance 
benefits by themselves did not assure to these families sufficient income 
to continue their previous level of living. The kinds of measures 
taken differed, however, for those families who received unemploy- 
ment insurance benefits during the entire period of their unemploy- 
ment as compared with those who received benefits for only part of their 
unemployment or not at all. Use of savings was more often resorted 
to by the first group than the second, while piling up bills, borrowing 





2 See Federal Reserve Bulletin, July 1959, p. 709. 
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money, and moving to cheaper quarters were more frequent among 
those who had to get along without insurance all or part of the time. 
Although the amount of savings drawn was not determined, it appears 
that the use of savings was the primary measure taken by families 
who received unemployment insurance for the entire duration of the 
head’s unemployment. Certainly there is no evidence in this study 
that unemployment insurance is inimical to thrift and financial 
providence. 

Even among those who received unemployment insurance benefits 
all of the time, every measure but one was resorted to more frequently 
with longer durations of unemployment. This would indicate that 
unemployment insurance beneficiaries found that benefits were not 
adequate to meet family needs. ‘The only exception is having another 
family member go to work. This measure did not seem to be related 
in any significant way to duration of unemployment or receipt of 
benefits. It may be dependent largely on available opportunities 
and other factors. 

About 12 percent of all heads of families who were out of work 14 
weeks or more and received unemployment insurance benefits during 
the entire period of their unemployment moved to cheaper quarters. 
This figure increased to 21 percent for those who received only some 
or no benefits. Thus unemployment insurance benefits, when paid 
continuously, played an important role in helping unemployed persons 
maintain their previous housing arrangements and existing community 
relationships, schools, and similar contacts. 
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CHAPTER VI 


THE IMPACT OF UNEMPLOYMENT ON ATTITUDES, 
EXPECTATIONS, AND INCLINATIONS TO BUY 


An analysis of the impact of unemployment on attitudes and 
expectations can give interesting information about the frame of 
mind of the unemployed. Furthermore, it may throw light on the 
process of attitude formation and on the inclinations to buy of the 
unemployed. 

token, measuring attitudes and expectations are available both 
in the June and the October 1958 surveys. They were asked of people 
without unemployment experience as w ell as of the unemployed, thus 
providing a standard of comparison.’ Answers to the following 
questions are analyzed below for groups differing by unemployment 
experience: 

(1) Would you say that you and your family are better off or 
worse off financially than you were a year ago? 

(2) Now looking ahead—do you think that a year from now 
you will be better off financially, or worse off, or just about the 
same as now? 

(3) Turning to business conditions in the country as a whole— 
do you think that during the next 12 months we'll have good 
times financially, or bad times, or what? 

(4) Which would you say is more likely—that in the country as 
a whole we’ll have continuous good times during the next 5 years 
or so, or that we will have periods of widespread unemployment 
or depression, or what? 

(5) Suppose that for some reason (Head) loses his job during 
the next few months. What do you think are the chances of 
getting another job that pays about the same? 


Table 32 shows the answers to these five questions separately for 
families who suffered neither unemployment nor shorter hours (ex- 
cluding retired people) and those who experienced some unemploy- 
ment in the previous year. People with incomes over $7,500 are 
excluded in order to make the two groups more comparable in terms 
of full-employment earnings (in 1958 the unemployed group had, of 
course, lower incomes than the fully employed group by reason of 
their unemployment). People with some unemployment were much 
more likely than others to feel that they were worse off financially 
than a year earlier. Of the five attitudes shown in table 32 this is 
the most factbound. For the remaining questions which are more 
clearly attitudinal, the answers of the two groups are much more 
similar. Many of the unemployed remained optimistic throughout 
the 1958 recession both about their own prospects and future business 

1 The studies of unemployment presented here were part of an ongoing series of studies of consumer 
attitudes and inclinations to buy. For the results of these studies see “The Outlook for Consumer 


Demand,” July 1958 and October 1958 (Survey Research Center, University of Michigan) and George 
Katona, ‘““The Powerful Consumer,’”” McGraw-Hill Publishing Co., 1960. 
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trends. The unemployed of the 1930’s might have presented a very 
different picture. ‘To be sure, those who were unemployed evaluated 
their chances of finding another job in case of being laid off less 
optimistically than those without unemployment experience, but the 
difference is surprisingly small. 


TABLE 32.—Relation between attitudes and unemployment status, 1958) (families 
with incomes under $7,500) 











| 

















Family experience— |Family experience 
| | 
| Unem- Noun- || Unem- | Noun- 
ployment} employ- | | ployment} employ- 
in past ment? || in past ment 2 
112 months} 1] 12 months} 
patent imines il seins . ss - Pitihsaciceatecse 
Better or worse off than year | Business conditions expected 
ago: a year hence—Continued. 
DE 17 32 |] PT Wc ota oecapen ee 25 | 16 
eR i uh eden de 26 46 || —_—__——— |——_—___— 
ee a a 55 21 |) a i inl as 100 100 
CONE. occ di cleteweds 2 1 |} == _: == 
—_—--—_|—_---—- || Business conditions expected 
Sa ds.be eee eaabtenael 100 100 in 5 years: | 
ee ee Good Gimeee... ...<-conccu- 23 29 
Better or worse off a year from | Some unemployment... _- 12 5 
now: | | SS acy sulk ranibedt 32 22 
DEE icipnuhntuann adder 30 34 Uncertain. ..... Spiga bile 33 34 
SNRs re el 33 | 47 | _—— 
aS RE 10 8 | Penaeus. eet 100 100 
aii hie al 27 11 |) x =< 
|__| || Chanees of finding another | 
0 a + 100 100 | job: 3 
SS SSS || Ce anes 36 50 
Business conditions expected | 1} URTONR. i nennsusendddas 9 8 
a year hence: | cshiecnsk nade eieaodaiinmaies | 55 42 
Good times...........-.- | 47 54 ——___|__—_- 
Uncertain. ......--..-- aehal 28 30 Total_..-. npitivbasuedees 100 100 











i 1 Unweighted averages of two studies, June and October 1958. 

2 Excludes families where the head was not in the labor force as well as families where someone worked 
shorter hours. 

3 Not asked of the self-employed. 








The table also suggests that in the favorable economic climate of 
the 1950’s unemployment has tended to create feelings of uncertainty 
rather than outright pessimism about personal financial prospects. 
Among those who worked regularly throughout the recession only 
11 percent expressed uncertainty about their financial situation in 
the coming year, among those who had been laid off 27 percent ex- 
pressed uncertainty about the future, but only 11 said they expected 
to be worse off. The same tendency appears in answers to a question 
asked in October 1958, about expectations of being unemployed in 
the coming year. Among the people who continued to be fully 
employed throughout the recession very few expected unemployment 
in the year following October 1958. Those who had been unemployed 
were far less optimistic about their employment prospects; but many 
more expressed uncertainty about their chances of being unemployed 
in 1960 than stated that unemployment was to be expected. 

How can one explain the inding that the differences in expectations 
between those with and without unemployment experience were so 
small? Surely, to some people unemployment must cause great 
hardship and give rise to serious worries. A part of the explanation 
lies in the fact that the unemployed are a heterogeneous group as far 
as their unemployment experience is concerned. As was shown in 
earlier chapters, some of the unemployed were out of work for short 
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periods, say 1-4 weeks; others were out of work for more than half 
a year. Secondly, at each survey date there were many people who 
had been unemployed i in the past 12 months but were back on the job 
when interviewed; there were others who were still unemployed at the 
time of the surv ey. Finally, some of the unemployed experienced 
seasonal or other expected unemployment, while for others unemploy- 
ment was recession-related. 

Before we compare the attitudes of these different groups, a sum- 
mary measure must be introduced. The index figures in tables 33, 
34, and 35 represent the percentage of optimistic responses to a ques- 
tion, minus the percentage of pessimistic responses, plus 100 percent. 
An index figure of 100 means that there were as many optimistic as 
pessimistic responses, a figure below 100 a preponderance of pessi- 
mistic answers and a figure above 100 a predominance of optimistic 
answers. The absolute level of the indexes depends to some extent 
on the formulation of questions; therefore comparisons between 


groups and over time are of greatest interest.” 


TABLE 33.—Relation between attitudes and duration of unemployment, 1958' 








No unem- 
ployment 
in family 


Duration of unemployment (previous 12 months) 




















in past 12 lto4 5 to 13 14to 26 | 27 weeks 

months ? weeks weeks weeks or more 
Better or worse off than a year ago. -.-.... 115 st 71 59 46 
Better or worse off a year from now-_....._- 128 | 135 124 118 107 
Business conditions expected a year hence -| 143 | 139 124 118 98 
Business conditions expected in 5 years.... 113 | 114 Ot 92 80 
Chances of finding another job... -....... | lo 98 96 61 80 


WOisielbteir difbiei | 1, 560 | ei... wel. 5 us | aw © 








1 Unweighted averages of 2 studies, June and October 1958. 
* Excludes families where the head was not in the labor force as well as families where someone worked 
shorter hours, 


Table 33 shows indexes for the five attitudinal questions broken by 
duration of unemployment. The most pronounced effect of unem- 
ployment appears in the most factual question—people’s evaluation 
of recent changes in their own financial situation. Understandably, 
regarding the past, even people with very short durations of unem- 
ployment gave much less favorable reports than those who had ex- 
perienced neither unemployment nor shorter hours. By contrast, 
expectations regarding the future are very similar for people with 
short spells of Cnceaeeelanii and those who suffered neither unem- 
ployment nor shorter hours. Only prolonged periods of unemploy- 
ment tended to leave people downhearted. Significantly, in all dura- 
tion groups many more people were optimistic about their own and 
the country’s economic future than spoke favorably about recent 
changes in their personal financial welfare. 

2 This method of summarizing distributions of answers into index figures is discussed in George Katona 


and Eva Mueller, ‘Consumer Expectations, 1953-56” (Survey Research Center, University of Michigan, 
1956), pp. 91-105, 
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TaBLe 34.—Relation between attitudes and unemployment experience of family, 1958 ! 





| 














Head unemployed— Other 
No unem- : ar | family 
ployment |Someone on member 
in family shorter unem- 
in past hours At time Earlier ployed at 
12 months? of survey time of 
survey or 
earlier 
Retter or worse off than a year ago.....-.-- 115 71 30 80 79 
Better or worse off a year from now. -_-.-. 128 118 lll 124 121 
Business conditions expected a year hence 143 125 98 130 137 
Business conditions expected in 5 years... 113 112 96 92 105 
Chances of finding another job...........-.- 110 | 62 88 | 79 89 
Number of cases..........-.--.------------ 1, 560 | 215 | 128 | 251 98 








! Unweighted averages of 2 studies, June and October 1958. 
? Excludes families where the head was not in the labor force as well as families where someone worked 
shorter hours. 


A second factor which clearly affected the sentiment of people with 
unemployment experiences was their employment status at the time 
of the survey. ‘Table 34 distinguishes between family heads currently 
unemployed and those who had returned to work. The first group 
was considerably less optimistic than the second. (It should be 
recalled here that those who were still unemployed had on average 
longer durations of unemployment than those back at work.) How- 
ever, even those back at work and those who had been on shorter 
hours sometime during the year expressed more concern about the 
future than the large group of families who had not suffered any 
unemployment or shorter hours in the past year. 


TABLE 35.—Relation between attitudes and impact of recession on family ! 


Unemployment in family No unemployment inf amiyy 
during past 12 months | during past 12 months 


Recession Not related | But adverse-| Not affected 
related to recession ly affected | by recession 
by recession 








Better or worse off than a year ago............. 55 104 93 131 
Better or worse off a year from now--..-......-. 122 136 117 131 
Business conditions expected a year hence-_-._... 129 154 141 154 
Business conditions expected in 5 years......... 105 116 107 121 
Chances of finding another job. ..............-- 77 92 112 115 
a nn 200 115 93 608 





1 Excludes families where the head was not in the labor force. 


Third, we distinguish between unemployment that was recession 
related and usual or seasonal unemployment, Table 35 compares the 
attitudes of four different groups: families with unemployment which 
according to their own judgment was recession related, those which 
experienced unemployment which in their own opinion was not reces- 
sion related, those who were adversely affected by the recession but 
suffered no unemployment, and finally those who were not affected 
by unemployment or the recession. The group with recession-related 
unemployment was much more pessimistic than those whose unem- 
ployment was not related to the recession. Undoubtedly may people 
in this second group experienced only seasonal or between-job unem- 
ployment, which is less likely to give rise to pessimism and worries, 
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since, as far as they were concerned, if was part of the normal course 
of events. In fact, this second group of unemployed was less pessimistic 
than people who were adversely affected by the recession but experi- 
enced no unemployment. It also is worth noting again that in both 
groups that were adversely affected by the recession, optimistic expec- 
tations for the future remained preponderant, despite rather unfavor- 
able reports about past personal financial experiences. 

We have attempted to account for the similarity in attitudes 
between people with and without unemployment experience in the 
1958 recession by pointing to the heterogeneity of unemployment 
experiences. It appears that in a great many cases where unemploy- 
ment was of short duration, or where a family member other than the 
head was unemployed, or where the unemployed was back at work at 
the time of the survey, or where unemployment was expected or 
seasonal, optimism was not seriously shaken. But there is another 
side to the coin. Even among people who were not personally affected 
at all by the recession, optimism weakened and financial worries 
became more frequent as unemployment spread. For example in 
late 1956 three-fourths of all people expected good times in the year 
ahead; by mid-1958 the proportion was down to about one-half even 
if people with unemployment in the family during the previous year 
are excluded from the calculation. 

That the negative effect of unemployment on people’s perceptions 
of business conditions is not limited to the fermion who experience 
unemployment can be demonstrated further by comparing attitudes 
of people living in areas with differing amounts. of unemployment. 
The U.S. Department of Labor regularly rates industrial areas by 
degrees of labor surplus or labor shortage. In June 1958 none of the 
rated sampling points in the Survey Research Center sample (or in the 
Nation) were classified A (critical labor shortage) or B (slight excess 
of job openings) and in October 1958 only a single sampling point was 
classified B. Hence the comparisons below are limited to sampling 
points classified C (slight excess of job seekers), D (excess of job 
seekers), and E or F (substantial excess of job seekers). The differ- 
ences in extent of unemployment between the three areas are indi- 
cated by the following Survey Research Center data: 


Percent of all families who were 











unemployed 
Ineidence of unemployment in 12 months prior to— i . 
C areas D areas | E or F areas 
= — 
SUMED NOME. «.cnccacadciamncnssnssso-}dncneusaemgnapawahaananed 12.8 16.8 22.2 
21.0 25.4 


OCebeDet IBGE: saidatei.cccncnccapencosseucstinbingginthesonenteeda 14.7 : 25. 





In table 36 evaluations of recent changes in business conditions are 
compared for the three classes of labor market areas, excluding families 
that experienced unemployment from the comparisons. The views 
expressed seem to have been strongtly affected by local business 
conditions. Both in spring and fall 1958 evaluations of national 
business conditions were much more pessimistic in E and F than in C 
labor market areas. It appears that unfavorable perceptions of busi- 
ness conditions are not generated primarily by adverse personal 
experiences, but to an important extent by the environmental situa- 
tion. Extensive unemployment creates pessimism not only among 
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the unemployed but among friends, neighbors, and others who are 
exposed to repeated news of unemployment. 


TaBLE 36.—Evaluation of business conditions as compared with a year earlier! 








Labor market areas 


a a ee 


Business condition compared to a year June 1958 October 1958 
ago | 








C areas | D areas | E and F | C areas | D areas | E and F 
areas areas 











Percent | Percent | Percent | Percent | Percent | Percent 
6 8 37 39 7 











RO OW ag ow Sistas. isis iilasdincidids 29 
pe a a ae 30 17 14 41 30 23 
Wee OW = obec costs. Ath. dtkcowekd 61 7% 81 20 28 46 
OT ain dk ite ~ damntds 0 dss dementias 3 3 4 2 3 2 

NR, oi i) ES te wk 100 100 100 100 100 | 100 
Number of eases............---.---------- 164 389 120 107 353 | 110 


~ 1+ Families in C, D, E and F areas excluding those where head was unemployed. 


We noted earlier that very substantial differences in evaluations 
of recent changes in personal finances, say between people with 
prolonged unemployment experience and people without any unem- 
ployment experience, were associated with much smaller differences 
in expectations. Similarly, the considerable differences in opinions 
of current business conditions between the C labor market areas and 
the E and F labor market areas were not accompanied by sizable 
differences in expectations regarding future business conditions (table 
37). One may infer that economic expectations do not represent 
primarily projections of feeling about current conditions—either 
personal, financial, or general economic—except in case of serious or 
repeated shocks. People’s image of the future seems to be flexible 
and seems to be shaped on the basis of longer range past experience 
and national economic news, more than on the basis of recent personal 
or local developments.* Experience with prosperity in the postwar 
period, interrupted by brief and only rather mild recessions, un- 
doubtedly was one factor which helped sustain confidence in the 
future in 1958. A second factor seems to have been the frequency of 
favorable economic news transmitted by the mass media at the time 
of both the June and the October 1958 survey. 


TABLE 37.—Business conditions expected during the next 12 months' 


eee 


Labor Market Areas 











Expected business conditions 





June 1958 October 1958 
Cc D E and F Cc D E and F 


areas areas areas areas areas areas 





Percent | Percent | Percent | Percent | Percent | Percent 
41 47 49 63 64 60 


OO ni) 55 diinitngndcssnreine- 
Good in some ways, bad in others._....... 6 10 9 4 5 3 
cd eee eae! 24 19 19 10 il 14 





! Families in C, D, E and F areas, excluding those where head was unemployed. 


* Similar conclusions are indicated by a very different study by George Katona, “Attitude Change: 
Instability of Response and Acquisition of Experience,” “‘Psychological Monographs,” 72, 1958, pp. 1 
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A third factor supporting optimism was people’s confidence in the 
ability of the Government to counteract recessions.* In reply to the 
question (asked in June 1958)— 

Do you think that something like the depression of the thirties is likely to hap- 

pen again during the next 5 years or so? 
a considerable majority of people said flatly that a depression like 
that of the thirties could not happen again. The most frequent ex- 
planation, given by 34 percent of all people, was that the Govern- 
ment could and would avert such a disaster. In order to find out more 
about people’s perceptions of the role of government in a recession, 
the following questions were asked in October 1958: 

Would you say that in the past year or so the Federal Government has done a 

good job or a poor job in dealing with the problem of recession and unemploy- 
ment? What do you have in mind? 
Table 38 shows that for every person who was dissatisfied with Gov- 
ernment antirecession policies, there were two who expressed satis- 
faction, and one who had no opinion. Even among those people who 
reported that they were unfavorably affected by the recession, the 
proportion of critical responses was only 34 percent. The most fre- 
quent reason given for favorable appraisals of Government policy— 
by 14 percent—was that the Government extended help through un- 
employment insurance, social security, and State or local welfare 
programs. Another sizable group spoke approvingly of increases in 
Government spending (with frequent references to roadbuilding and 
public works). 

In summary, the presumption that there would be a drastic differ- 
ence in attitudes between people with and without unemployment ex- 
perience derives from the notion that attitudes and exceptions rest 

essentially on recent personal experience. If appears from the data 
presented above that, on the one hand, pessimism is contagious. The 
attitudes of people without unemployment experience deteriorated 
during the recession, although not quite to the same extent as the at- 
titudes of the unemployed. On the other hand, favorable past ex- 
perience, optimistic economic news, and confidence in Government 
policy helped prevent serious discouragement about the future among 
people with unemployment experience. Confidence in the future was 
undermined, however, among small groups who suffered major finan- 
cial reverses—for example, unemployment of the family head in ex- 
cess of 3 months, and not of a seasonal or expected nature. 


4 See George Katona, “The Psychology of the Recession,”” The American Psychologist, March 1959, pp. 
135-143, 
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TABLE 38.—People’s opinions of Government policies during the recession 
(October 1968) 


Income 


Opinion All 
Under | $3,000 to | $5,000 or 
$3,000 $4,999 over 





Hu Percent Percent Percent 


Government has done a good job._............-.-.----..------- 51 42 53 57 
Good in some ways, poor in others............-.-- initiated 4 5 1 5 
Government has done a poor job. ...........--..---.----------- 23 21 26 23 
DORE RIROWTS 0 BONING 6.65 c bins 6p eccetidn cha otnadigtle ~ tein obi 22 32 20 15 

AOE. otianciinncanksittinh cabbie diebadidodduaAdecdods 100 100 100 100 


Number of cases........------- Sitebie'S cl t say, 20 ttnd 1,33} 390| a) B61 


REASONS FOR PEOPLE’S OPINIONS OF GOVERNMENT POLICIES DURING THE 


RECESSION Percentage 
Favorable: distribution 
Government extended help, unemployment compensation, social security, ete. ..........---.----.. 14 
Business has improved, unemployment declined.................-..-.-- a a | ae 
Increase in government spending, public works-.....-.. BiLULS. SESE Le, nachamtbdiibiedthieiddceubas tak ba he 
rk Fi tc amesamenedunamel wihadhnventeuederertannn code 
Ce eee eee ee ene ene eee is abe dconmedecogdépmanunésarcebscédesboucess wah 
Other favorable references..............- i i let dip dhbiiecdhibahitdedlsariibsioants eile 
Unfavorable: 
aay Wee a i A PO bil eb bhd ws uinkin ss vob ncacdonkebete 6 
I a ic ee et A ER le i ft a alan IEE RES EREES BS 5 
Government should have created (more) jobs- deeds the 3 
General hostility (too much politics, no concern for peoj ple, ete.) _...-- ied 2 
Unemployment compensation system inadequate. : hestbtddi ss shbtiiabecaigiahiaih ak 1 
Inflation aggravated or not prevented......_....._____- A bidichletuatbbdbdimalicbigeeedbassd 1 
Money and credit tightened too soon. _.....-- eR Oe ee a lead ae ) 
Government did too much...............-----  obabeoddae Sh Sieh tein esi cbhcndsdeleebeabaa CO 
Other unfavorable references..............---...--.---..------.....------... cobb chhe. 4 


1 Less than 0.5 percent. 


Note.—The questions were: ““Would you say that in the past year or so the Federal Government has 
done a good job or a poor job in dealing with the problem of recession and unemployment? What do you 
have in mind?” 


The importance of consumer attitudes lies in their effect on dis- 
cretionary consumer expenditures—for cars, household appliances, 
furniture, houses, home improvements, and the like.’ The very sub- 
stantial decline in new automobile purchases during 1957-58 suggests 
that postponement of major purchases extended ‘bey ond the group 
which was directly affected by the recession. Just as the deteriora- 
tion of attitudes spread to people who did not experience unemploy- 
ment in their family, so cautious spending seems to have spread to 
other groups in the population. 

The June and October 1958 surveys contain information on major 
purchases in the year prior to the survey as well as data on plans to 
make major expenditures in the year following the survey. Ques- 
tions were asked regarding “large purchases” in the past 12 months, 
the word “large” to be defined by the respondent. Spending inten- 
tions were measured for cars, houses, home additions and improve- 
ment, and major household goods. 

5 For further analysis of the relationship between consumer attitudes and spending, see Katona and 


Mueller, op. cit., also Eva Mueller, “Effects of Consumer Attitudes on Purchases,’”” American Economic 
Review, 47, December 1957, pp. 946-965. 
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TABLE 39.—Relation between major consumer purchases and unemployment status, 
1958 


{In percent] 


Duration of unemployment 






































No unem- oats mt i eee ee 
Number of major purchases in past 12 | ployment 
months in family lto4 § to 13 | 14to 26 | 27 weeks 
weeks weeks weeks or more 
43 39 53 | 57 60 
36 36 35 30 | 32 
20 25 | 12 12 | 8 
1 (4) } () 1 (?) 
phi ait aac  schtlteathihcenins btalcbdentt ah 
100 100 100 100 100 
Head unemployed Other 
family 
Number of major purchases in past 12 | No unem-| Someone | member 
months ployment | on shorter | unem- 
in family hours At time Earlier ployed at 
of survey time of 
| | Survey or 
| earlier 
Nets iccastlbaladasdesc<onnnes QHsEeS 43 38 58 52 | 42 
a cx ariatacaieanesanindien miimaileninied cena niiaietldelin eee a 36 35 33 32 | 40 
SOP CUNO ce. 5k. nodiseidiosbdanitdonnnadbeceil 20 26 8 16 | 18 
NOS AVORID IO. 60 didskcbcccsicsbadiibidecs 1 1 1 (1) (1) 
a sh lalla oa 100 100 100 | 100 | 100 
i | 








Unemployment in family | No unemployment in family 














Number of major purchases in past 12 months Adversely 
Recession Not related | affected by | Not affected 
related to recession | by recession | by recession 
‘ ceniniieaieeinnmiatiad 
TI cinta ance ninintnertines abate civic meni 56 41 40 40 
BL, Seis cocunite daitenedisenined iplpidic-s ahah sansa 31 35 38 36 
DOI, kd cciccinbetnatnciecisinteasmntetiinn sae 13 23 22 | 24 
FUOe SUID. sin de densducohusadesaeenaneeue () 1 (*) | () 
aMeea Ch stl Jae | 100 | 100 100 


= 





1 Less than }4 of 1 percent. 


When purchases and buying intentions are compared for groups 
classified by unemployment experience, the differences which emerge 
closely resemble the differences in attitudes. Table 39 compares 
purchases in the year prior to the survey among families classified by 
unemployment experience, also for the year prior to the survey. No 
significant difference in purchases appears between families with very 
short durations and those without any unemployment; but with 
durations in excess of 4 weeks, the frequency of purchases is clearly 
reduced. The adverse effect of unemployment on spending seems to 
increase with length of unemployment. The middle part of table 39 
indicates that a reduction of purchases in the face of unemployment 
appears primarily where the head of the family was unemployed; it 
is most striking where the head was still unemployed at the time of 
the survey. The lower part of table 39 shows that unemployment 
which was attributed to the recession reduced purchases considerably, 
while families who experienced expected or seasonal unemployment 
made about as many purchases as those who had been unaffected by 
unemployment and the recession. Data on buying intentions show 
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a relatively low frequency of spending plans among two of the three 
groups that also had a particularly low level of purchases: families 
where the head was out of work at the time of the survey, and families 
where any member was out of work for more than 13 weeks. A third 
group, families with recession-related unemployment, had bought 
comparatively little in the past but had active spending plans for the 
future. 

Although the depressing impact of certain types of unemployment 
on major discretionary expenditures is clearly visible in table 39, the 
differences that appear there are by no means dramatic. This is all 
the more true, if we consider that families which are susceptible to 
unemployment tend to have somewhat lower earning capacity in good 
times than the group not susceptible to unemployment and are some- 
times older. Hence the unemployed would make somewhat fewer 
purchases even under more prosperous conditions.° 


TaBLe 40.—Purchases of cars and other durable goods by duration of unemployment ! 
(calendar year 1958) 





| Proportion of spending | Mean expenditure of 
| units making expenditure buyers 
Duration of unemployment 2 TO ed Ree ae edie ws aurea oils aa, 
Actual Expected Actual Expected 
(1) (2) (3) (4) 
Percent Percent 
POG SI Oeics dito nnd eaddbcGdbemenanna 63 63 $800 $800 
Se a ida bb ch tbe cecececcenagecen 65 62 615 730 
AB OO Bi RD ieee ive nccccnsccnntcnce 56 62 460 725 
y PY aS ae ee eee 42 58 490 720 


! January 1959 Survey of Caren? Finances. People who worked less than a full year for personal 
(rather than job-related) reasons are excluded from this table. 

? Figures in parentheses indicate the number of cases in each row; spending units where the head is not 
in the labor force or is self-employed are omitted from this table. 


Table 40 attempts to make some adjustment for the difference in 
earning capacity (and hence in expected purchases) between families 
with and without unemployment experience.” Column 2 shows for 
each row the proportion of spending units which would be expected to 
make purchases on the basis of the age, education, and homeownership 
characteristics of that group. Column 4 shows mean expenditure of 
buyers expected on the basis of the same characteristics. The first 
two columns confirm the data in table 39. We find again that 
frequency of purchases is reduced little or not at all by short unem- 
ployment experiences and falls substantially short of the expected 
proportion only among those with prolonged unemployment. 
Amounts spent differed from the expected level by a sizable margin 
only when unemployment exceeded 13 weeks. 

If we consider that only about 8 percent of spending units expe- 
rienced unemployment of 13 weeks or more in the calendar year 1958, 
and that some of these families continued to make substantial expendi- 
tures on durable goods, it would appear that unemployed families 

* However, the effect of income differences on spending is minimized by the data in table 39, since much 
of the difference between high- and low-income people is in amount spent rather than frequenc y of pur- 
chase, i.e., buying a new Cadillac every second year versus turning over a used car every second year. 

7 Table 40 is based on data collected in early 1959 in connection with the survey of consumer finances and 
relates to calendar year 1958. The sample used is independent from that on which the other tables in this 


chapter are based (although selected by the same probability methods). The notions underlying the 
estimates of “expected” purchases are discussed more fully in ch. ITI above. 
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cannot be wholly responsible for the drop in durable goods purchases.® 
This point is confirmed by data on new car purchases in the surveys 
of consumer finances. The group least subject to unemployment is 
the group with incomes of $7,500 or more, which usually accounts for 
nearly half of all new car purchases. This group increased from about 
18 to 20 percent of all spending units between 1957 and 1958, since 
many salaried people continued to get pay increases during the 
recession.® Yet the proportion of new car buyers in this group 
declined sharply, from 20.6 to 15.5 percent, between 1957 and 1958. 
There was no comparable decline in spending by this group for other 
major durable goods. 

Taking all durable goods expenditures, the surveys of consumer 
finances show a decline of 6 percent from 1957 to 1958 in dollar 
amounts spent by all spending units whose head was in the labor 
force and not self-employed. Whe smaller (but far from negligible) 
part of the aggregate decline was due to reduced spending by spending 
units without any unemployment, The rest was due to (1) the 
increase in unemployment and particularly in prolonged unemploy- 
ment and (2) to some reduction in spending by the ineinaphaced 
themselves (given similar durations of unemployment). That the 
surveys of consumer finances show unemployed with comparable 
periods of unemployment to have spend less in 1958 than in 1957, is 
consistent with the finding (presented earlier in this chapter on the 
basis of other surveys) that people with recession-related unemploy- 
ment become more pessimistic and are more likely to forgo purchases 
than those with recurrent or seasonal unemployment. 

We conclude that there is some empirical evidence for the idea put 
forth earlier—that some of the decline in spending on durable goods 
during the 1958 recession is attributable to caution, and to postpone- 
ment of marginal purchases, by people who were not personally 
affected by the recession. At the same time, the finding that many 
families which experienced unemployment continued to make some 
major discretionary purchases is better understood if we recall that 
many of the unemployed retained optimistic and confident expecta- 
tions. 

8 The decline in dollar amount of durable goods purchases in the Nation between calendar year 1957 and 
calendar year 1958 was 6.7 percent; between the first three quarters of 1957 and the first three quarters of! 
1958 it was 8.9 percent (U.S. Department of Commerce seasonally adjusted data). The decline was due 
entirely to the sharp drop in automobile sales. 


§ Mean income in this group declined, however, by 7 percent due entirely to a considerable drop in mean 
income of the small group with incomes of $15,000 or over, 








CHAPTER VII 


PUBLIC POLICY AND RESEARCH: IMPLICATIONS FOR THE 
FUTURE 


The 1958 recession was the third recession in the postwar period. 
According to the Federal Reserve Board index of industrial production 
a more severe decline occurred in the 1958 recession than in the earlier 
two: From cyclical peak to trough the decline was 8 percent in 
1948-49, 10 percent in 1953-54 and 14 percent in 1957-58.' 

While industrial production declined, disposable income remained 
relatively stable during the recession. In many periodicals and public 
pronouncements at the time attention was directed to the helpful effect 
of the “built-in stabilizers” of which unemployment insurance was a 
major part. 

In the future the unemployment insurance system could be made 
a much more powerful stabilizer in recessions than it was in 1958. 
To be sure, unemployment insurance payments reached a higher level 
in the 1958 recession than in any previous period in the 25 years of 
unemployment insurance experience. In all, about $4.3 billion in 
unemployment insurance benefits under all public programs was paid 
out in 1958. The most significant development was that for the first 
time in the Nation’s history the Federal Government took action in 
the unemployment insurance program to encourage States to extend 
the duration of their benefits. The Temporary Unemployment 
Compensation Act of 1958 (Public Law 441, 85th Congress) was signed 
by the President on June 4, 1958, and expired in mid-1959.? Seventeen 
States chose to participate fully under this act and five States enacted 
temporary extension of their own State law independently of the 
Federal law. Together these 22 States contained about 70 percent 
of the Nation’s covered labor force. About 2 million persons received 
temporary benefits which, in the aggregate, totaled $600 million which 
was advanced by the Federal Government and, under the 1958 law, 
is to be repaid by the States within the next few years.’ 

Unemployment reserves of the various State unemployment in- 
surance programs totaled $8.7 billion as of July 31, 1957, before the 
recession began. At the end of 1958, total reserves still were $7 billion 
even though $3.5 billion was paid from the State funds in 1958. Dur- 
ing 1958, tax collections were about $1.5 billion and interest was about 
$200 million or $1.7 billion together. The net contribution of unem- 
ployment insurance programs to purchasing power in 1958 amounted 
to about $2.5 billion after current contributions and interest are taken 
into account. 

While the overall impact of unemployment insurance thus was very 
important in the 1958 recession—probably relatively more important 

1 Federal Reserve Bulletin, December 1959, p. 1455. 

2 Fora summary of the TUC Act of 1958 see ‘President Signs ‘Temporary Unemployment Compensation 
Act of 1958’, “The Labor Market and Employment Security,’’ June 1958, p. 10. For a summary of the 
1959 amendment extending the program for 3 months see “‘TUC Program Extended 3 Months for Current 


Claimants,”’ Ibid., April 1959, p. 22. 
3 “Extended Benefits Paid to 2 Million Workers,” [bid., September 1959, pp. 38-39. 
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than in any previous recession—the program still did not utilize its 
maximum potential for alleviation of hardships or underpinning of the 
financial equilibrium of the economy.‘ In view of our findings that 
about 4 out of every 10 of the unemployed heads of families did not 
receive any unemployment insurance benefits (table 20), and that 2 
out of 10 did not receive benefits all of the time, unemployment in- 
surance benefits replaced only a small fraction of the wage loss incurred 
by unemployed persons in the recession. The burden of unemploy- 
ment during the recession thus fell for the most part upon unemployed 
individuals and families. This is also indicated by the extent to which 
unemployed individuals and families without full unemployment bene- 
fits had to go on relief or move to cheaper quarters. 

We have then, on the one hand, widespread acceptance of the notion 
that automatic stabilizers are a crucial first defense against economic 
fluctuations. We have, on the other hand, an unemployment insur- 
ance system under which a sizable proportion of the unemployed are 
not covered at all and many others are only partially covered. And 
during the 1958 recession funds available under the unemployment 
insurance system were utilized only to a limited extent. This para- 
doxical situation has been and will continue to be under scrutiny by 
legislators and public officials. 

We believe that it is essential to the sound development of public 
policy to obtain information promptly and periodically during any 
future recession on the impact of the recession and unemployment on 
the economy as a whole and on affected families. Our study has indi- 
cated that there are very differential effects of unemployment in a 
recession. The next recession may differ from the 1958 recession 
insofar as the characteristics of the persons affected and their attitudes 
are concerned. We need to know as much as we can during the reces- 
sion as to the characteristics of those affected. 

Unemployment insurance laws were extended in 1959 in large part 
as a result of the recession.’ It may be assumed that in any future 
recession of the 1958 type unemployment insurance will play a some- 
what larger role than it played in 1958. It will be important to 
assess that role and to jee a the areas where unemployment 
insurance is operating most effectively and least effectively. 

Yet studies of unemployment should not be limited to recessions. 
In the prosperous year 1956 nearly 10 million individuals in the United 
States suffered some unemployment, according to the Bureau of the 
Census. During the 1950’s the proportion of the labor force unem- 
ployed in years of satisfactory business activity showed some tendency 
to increase: from an annual average of 3.1 percent in 1952 and 2.9 
percent in 1953 to 4.2 percent in 1956 and 5.5 percent in 1959. The 
problem of persistent unemployment in certain occupations and geo- 
graphic areas is a matter for concern. In the coming years, when 
the ‘World War II babies” will enter the labor market in great 
numbers, the problem of holding down the rate of unemployment 
may become increasingly difficult, even in good years. This will 
raise new questions regarding the relation of training, education, and 
mobility to unemployment. It will also raise new questions regarding 

4 For a summary of the deficiencies in the unemployment insurance system and policy issues connected 
with it see Wilbur J. Co “Some Major Policy Issues in Unemployment Insurance and General Assist- 
ance,” in Studies in Unemployment, Special Committee on Unemployment Problems, U.S. Senate, 1960. 


t ‘sR in Unemployment Insurance Laws in 1959,” the Labor Market and Employment Security, 
Pp. 
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the economic impact of the unemployment insurance system. For 
large payments of unemployment insurance in good times (when 
inflation may be threatening) may run counter to other economic 
objectives. Prof. J. Kenneth Galbraith in “The Affluent Society” 
has proposed that higher rates of unemployment insurance should be 
paid during the recession than in good times. The implications of 
such a proposal cannot be evaluated fully until we learn much more 
about the nature of persistent unemployment, its causes, and the 
kinds of people who are unemployed in good times as well as in 
recessions. 

To obtain the kind of information needed during the coming years, 
a flexible survey program should be planned, which would investigate 
the impact of unemployment and the operation of the unemployment 
insurance and the employment service system in good times and bad. 
The large-scale surveys now being made by the Bureau of Labor 
Statistics in cooperation with the Bureau of the Census provide us 
with essential measurements of the incidence of unemployment in 
the Nation, among subgroups of the population, and in smaller geo- 
graphic subdivisions of the country. Because of the very large size 
of the samples, and the highly standardized method of data collection, 
these surveys do not lend themselves to experimentation. If we want 
to experiment with new approaches and apply quantitative research 
methods to new areas of investigation, much smaller and more flexible 
surveys are preferable. The assumption that a survey designed to 
answer one set of questions can be used later in some indirect way 
to answer a quite different set of questions is often false, regardless 
of sample size. A survey designed expressly for the purpose at hand 
is likely to give better information (or at least important supple- 
mentary information) even if based on a relatively small sample. It 
is appropriate in our opinion that such experimentation and develop- 
ment of new data be carried out in cooperation with universities and 
research organizations on a continuing basis. 

One of the objectives of future studies should be to obtain additional 
observations in areas where this study made an interesting beginning. 
For example, the inquiry into the relation between measures taken 
and receipt of benefits is worth repeating to get more cases and reduce 
sampling error. The means of support of persons who exhaust their 
unemployment insurance benefits should receive careful attention.® 
The special characteristics of people who experience recurrent unem- 

loyment should also be studied further. A strong relationship 
Leteven education and unemployment experience is indicated by our 
studies. This relationship deserves much more intensive investigation 
at all stages of the cycle. Furthermore, some of the questions asked 
during the 1958 recession should be repeated at the top of the cycle, 
for instance the questions about frequency of unemployment, 
unemployment insurance coverage, and measures taken. 

The studies of attitudes should also be continued and expanded. 
Automatic stabilizers may reduce fluctuations in national income, 
but stability of income over the cycle does not guarantee stability in 
spending. People who feel threatened by unemployment may reduce 
their spending, while feelings of job security may lead to a high rate of 
spending out of disposable income. In the 1958 recession, confidence 

6 See the results obtained from a special study of the eae labor market area, W. Stanley Devino, 


WU, 1, jnamane Exhausting Benefits During, 1957-58,’”” Monthly Labor Review, March 1960, pp. 243-248 
at p. 247. 
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and optimism deteriorated only to a moderate extent, even among 
many of the unemployed. Therefore the decline in consumer spending 
was not large. In a future recession fears of unemployment may be 
stronger or weaker than in 1958; expectations may be more or less 
optimistic. Under what circumstances do people feel threatened by 
unemployment?’ What kinds of people are fearful of unemployment? 
Is unemployment in good times more or less discouraging than in 
bad times? How do worries about job security affect discretionary 
spending? 

Closely related to the problem of spending is the problem of saving. 
We found in this study that drawing on savings is the most frequent 
measure taken by unemployed families. But not enough is known 
about the circumstances under which families subject to unemploy- 
ment are able and willing to accumulate savings. Do people with 
recurrent unemployment have higher savings rates when they work 
than people with similar incomes who are seldom or never unemployed? 
Does eligibility for unemployment insurance adversely affect the 
motivation to save? If possible, the cumulative effect of more than 
one recession should be studied on the family’s financial resources 
and attitudes toward saving. 

In the present study unemployment experience was investigated 
for the most part over the course of a year. The next step would be 
to extend the time perspective further. Some people are never un- 
employed, some occasionally, for others unemployment is recurrent. 
We made a beginning to obtain information on such groups of persons. 
We should now get more data on employment and unemployment 
history. How many job changes did the head have in the past 10 
years or so? What was the reason for the most recent job change? 
Was unemployment a factor? Was a change of occupation involved? 
Was a move to another place of residence required? Job and resi- 
dential mobility should be related to receipt of unemployment com- 
pensation. Similarly, one might question people with recent un- 
employment experience more fully regarding measures taken: Which 
families moved away from the community in which they lived? Why 
did they move, where and how did they find another job? What 
was the length of time between jobs? Was it longer or shorter than 
for persons who remained in the community? What prevents some of 
the people with persistent unemployment from moving? What is 
the role of the employment service in dealing with these matters? ® 

Another important topic which requires further study is partial 
attachment to the labor force. The survey method lends itself to 
inquiries about preferences for full-time work, part-time work, or not 
working at all among women and older people. One could also ques- 
tion these people about recent movements into and out of the labor 
force and reasons for such shifts. 

The problem of appropriate unemployment insurance coverage for 
people with a partial attachment to the labor force also is of much 
interest. The question is sometimes asked whether the unemploy- 
ment insurance system discriminates in any way against married 

7 For an analyses of our data in November 1958 in terms of political party identifications see Angus Camp- 
bell, Philip E. Converse, Warren E. Miller, and Donald E. Stokes, ‘“The American Voter,” John Wiley 
& Sons, Inc., 1960, pp. 386-393. The area of economic experiences in a recession and political behavior 
warrants special and continuing intensive study. 

§ For some of the questions concerning the role and performance of the public employment service see 


ie Haber, “The U.S. Employment Service in a Changing Economy, Studies in Unemployment,” 
op. cit. 
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women. Our data tended to show that full-time working wives are 
about as likely to receive benefits as family heads. But eligibility for 
unemployment insurance varies by occupation, earnings, and length 
of time in the labor force, and wives differ in these respects from fam- 
ily heads. Hence more detailed comparisons should be made in any 
future studies, as larger numbers of such cases are obtained. 

The opposite question has also been raised: To what extent is un- 
employment insurance paid to women who welcome or accept occa- 
sional layoffs in order to catch up with their housework? We have 
seen (table 9) that among unemployed working wives a substantial 
proportion are part-time workers—about one-third. These are the 
women who because of household responsibilities or children prefer a 
partial attachment to the labor force. But wives who work only 
part-time most often do not receive any unemployment compensa- 
tion, and if they do, receive it only part of the time. Full-time 
working wives are less likely to be unemployed, but more likely to 
receive benefits when they are. There are among the full-time work- 
ing wives a few women who say that unemployment is recurrent for 
them and that they are satisfied with this situation. Some of these 
women receive unemployment insurance. Again, the number of avail- 
able cases from our surveys is too small to make an estimate of the 
size of this group. However, while it is entirely clear that we are 
concerned here with a very small minority of working wives, we need 
to know much more in the future about this group in the labor force.’ 

All the problems outlined above have important implications for 
policy questions which will arise in the immediate future. Effective 
policy decisions require adequate information. The limited amount 
of funds available for the unemployment studies in 1958 and 1959 
made it impossible to extend our research into these areas. Needless 
to say, these research problems are complex and not all of them 
could be investigated intensively at one time. This consideration 
makes it all the more urgent to develop during 1960-61 a comprehen- 
sive, long-term research program, and to start soon with new inquiries 
in the area of unemployment, unemployment insurance, and the Em- 
ployment Service. Only thus will the Nation be in a position to 
measure and to take appropriate steps to deal with what appears to 
be the persistence of relatively long-term, and in many areas, ‘“‘hard 
core’ unemployment. 


* For other recent studies indicating areas in which we need to obtain additional information on unem- 


ployment during a recession, see the following two reports of the Bureau of Labor Statistics, U.S. Depart- 


ment of Labor: ‘The Extent and Nature of Frictional Unemployment” (Study Paper No. 6, Joint Eco- 
nomic Committee), 1959, and “‘The Structure of Unemployment in Areas of Substantial Labor Surplus’’ 
(Study Paper No. 23, Joint Economic Committee), 1960. See also the 15 papers included in “Studies in 
Unemployment,” prepared for the Special Committee on Unemployment Problems, U.S. Senate, 1960. 
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APPENDIX A 


IMPACT OF THE RECESSION ON BLUE-CoLLAR WORKERS IN DETROIT AND THE 
NATION 


The impact of the 1957-58 recession on Detroit was especially severe. Blue- 
collar workers! of Detroit’s heavy industries and assembly plants were among 
the first to feel the brunt of the recession; and unemployment was heavier in 
Detroit than in any other metropolitan area. Therefore it is of special interest 
to compare the experience of Detroit blue-collar workers with the experience of 
blue-collar workers in the Nation as a whole. The six tables which follow show 
that there are some significant differences between the unemployment of Detroit 
and the Nation. The data for these tables were obtained from a small repre- 
sentative sample of 97 families in Detroit whose heads were blue-collar workers. 
Domparable data for the Nation were obtained by selecting all the blue-collar 
workers from the nationwide sample of families interviewed in June 1958.2. In the 
following discussions the reader should make special note of the fact that the data 
refer only to blue-collar families, about a third of the Nation’s families. 

The proportion of blue-collar families (i.e., families whose heads are blue-collar 
workers) where the head was affected by unemployment or shorter hours during 
the recession is very large indeed. In the Nation as a whole more than 40 percent 
were affected, while in Detroit 70 percent report that they were unemployed or 
worked shorter hours during the 12-month period preceding June 1958 (table A- 
1). In Detroit unemployment among heads of families was more than three times 
as large at the time of the June 1958 survey as in the Nation as a whole. 


TaBLE A-1.—Unemployed experience of blue-collar workers in Detroit and the 
Nation (12 months preceding June 1958) 


Blue-collar 











Detroit blue- families 
collar families} throughout 
the Nation 
Percent Percent 
Head unemployed at time of survey_..................--..----- eee 33.0 9.5 
Fina Were yOd, Car OC oiicc wiecgccncdsnbodttentinckvaducmumbeoasspeebomine 16.9 16.5 
FIG0G WORSE SRORGGr ROUTE. 5, ant tocnndunneguinnitennenainabdnimianasitinectaiteidl 20.2 15.1 
Total families whose heads were unemployed or worked shorter hours- 70.1 41.1 
Total families in which at least 1 member was unemployed_.............-.-- 52 ae 
Total families in which none were unemployed, but at least 1 member worked 
shorter hours..-.-- acc eatin antl niece ie ocedalacad 22.3 14.4 
Total affected blue-collar families... ............-.-2.22222-2-222-.---.e 76.5 | 44.9 
DUDE OF NER oi ee ee Oe RS iO eee ee eel rr 97 | 568 


The unemployment experience of the secondary earners in Detroit families 
appears to be about the same as that of secondary earners in the Nation as a 
whole, When the experience of the secondary earners is added to that of the 
head, we find that three-fourths of all Detroit blue-collar families and somewhat 
less than half of the Nation’s blue-collar families were affected in some way 
by the recession. 


1 This includes foremen, craftsmen, and kindred workers; truckdrivers, taxicab drivers, chauffeurs, bus - 
drivers; operatives and kindred workers; and nonfarm laborers. The categories follow Census classifications 
and are consistent with them. 

2 The nationwide sample includes a few Detroit families. These Detroit families were not transferred to 
the Detroit sample, since they were not selected to constitute, by themselves, a representative sample of 
Detroit blue-collar workers. 
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TABLE A-—2.—Duration of unemployment among blue-collar workers who are heads of 
families (June 1958) 

























Unemployed | Unemployed 
Detroit blue-collar 
Duration of unemployment | blue-collar workers 
| workers throughout 





the Nation 




















| Percent Percent 
Re ent eeducsheaw Sale nlean eae EE a eet ee | 10 16 
5 to 13 weeks. ............... sétidendinl idatimadtudtbnetebtbdnlebhs dabkisée 45 37 
I nia ssinatids sth hii axte ote opine einin weiner a aie atid 26 33 
RE RISEN SE. bins 0 cticcinndstatbiwinns thaksiudighsthsenbedhindbccacedibaneas | 17 | ll 
I hh ali enatiiniii nici atnmintiinini Ns aati eee ait dai | 2 3 


































Ne cL cheba whiincn noble Susdbihind, bbe dewdiaid 1006 
SE eee 
SEs Lin 5,1 ices ccaeaticindidbbvnabdelendnepadbbennendbuiier a ee'y 47 148 





| 


It appears that in mid-1958 Detroit and the Nation differed primarily in regard 
to the percentage of workers experiencing unemployment, and less in regard to 
duration of unemployment (table A—2). The length of time for which heads of 
families were unemployed in Detroit appears to be only slightly longer than for 
the rest of the Nation. However, the small size of the Detroit sample precludes 
any definite conclusions.® 





TaBLE A-3.—I ncome losses attributed to unemployment or shorter working hours in 
the family (blue-collar families in which some member was affected by unemployment 
or shorter hours) 

















| 


| i i 
Income losses Detroit The } Income losses | Detroit | The 
Nation i | Nation 
} 
bs innsncedntinc deli tlilb citadel abt el cell Bh hitb be abd istic hh linc 
Percent Percent | Percent | Percent 
Under $500. ..-- hace i pchliinins eas 19 28 || Not ascertained. _..........--. 21 
ff. Sa eeeeaecper” i 25 22 || —_——<$|- 
$1,000 to $1,499......-...-.---- 18 | 15 Total.........-.--- 100 | 100 
$1,500 nine aniineenammnee 12 y a = ——— 
$2,500 or over..........-.--- = 11 5 || Number of cases_..........-.- | 73 271 
| 





Income losses reported by Detroit workers were considerably higher than those 
reported by blue-collar workers in the rest of the country (table A-3). Nearly a 
fourth of all affected families in Detroit lost more than $1,500. About 14 percent 
of affected blue-collar families throughout the Nation reported similar losses. 
This finding might have been expected from the somewhat longer duration of 
unemployment in Detroit. Greater income losses should also stem to some extent 
from differences in the average pay rate of blue-collar workers in Detroit and the 
Nation, and finally from the fact that more of the affected families in the Nation 
had income losses because of shorter hours, 


* A nationwide study of unemployment insurance claimants in depressed areas indicates that during the 
prosperous period from mid-1956 to mid-1957 insured unemployment of more than 15 weeks was only slightly 
more prevalent in depressed areas than elsewhere. Another study, made in the spring of 1959 (when unem- 
erent was still high) and covering all members of the labor force, shows a more substantial difference 

tween depressed and other areas: In depressed areas 42 percent of the unemployed had been out of work 
15 weeks or more, in other areas only 29 percent of the unemployed. The difference is attributable almost 
entirely to the unemployment experience of unskilled workers. In all, it is quite clear that in depressed 
areas high unemployment rates are brought about primarily by a high prepowion of the labor force being 

: affected by unemployment and to a lesser degree by long durations. he two studies referred to are by 

E the U.S. Bureau of Labor Statistics, “The Structure of Unemployment in Areas of Substantial Labor 
te Study Paper No. 23, Joint Economic Committee, Congress of the United States), 1960, pp. 12-18 
and 28-30. 
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TaBLE A-—4.—Head of family: experience with unemployment insurance (families 
where head is a blue-collar worker who experienced unemployment) 


Blue-collar 

Unemployment compensation Detroit blue workers 
collar throughout 
the Nation 





Percent Percent 
Received benefits for the entire time 60 33 
Received benefits for part time 


ne nO a ec caidimanennnemededanseuaetnns 
Without benefits more than 2 weeks__...............-.--..-...-...-.-.-- | 
Not ascertained how long without benefits................... icieilecerminel 


Did not receive benefits 
Not ascertained 


! Less than 0.5 percent. 


Table A-14 shows that more Detroit blue-collar workers received unemployment 
insurance and more Detroit workers received insurance for the entire period of 
their unemployment than did unemployed blue-collar workers in the Nation as a 
whole. A very small fraction of the Detroit workers failed to apply for their 
benefits, although almost 20 percent of workers throughout the Nation lost some 
or all of their benefits because they did not apply when they first became un- 
employed. 


TaBLeE A—5.— Measures taken by blue-collar families to adjust to their income loss ! 
(families in which some member was affected by unemployment or shorter hours) 


Detroit The Nation 


Measures taken: Percent Percent 
Piled up bills; fell behind on payments , 
Borrowed money 18 
Got help from relatives_...............-- ae ssqebtetinadiietiiedlie ajbibled 16 
nel on a4 mew acing ead atm indeed w sata eenneall Raeiaaiarsiaien 8 
Moved to cheaper quarters 6 

Other modes of action: 3 
Sold car or durables 
Decreased savings, sold stock or cashed bonds 
Other family member got job 
Postponed buying 


Not ascertained. ................ dh <:ebiigle itis abncendaitedapioniimipchain ard oa 
None taken ‘ 


Average number of measures taken ‘ 
NUSBDOP OF CROMRiiiids ~ ore cocesiqueeh=<ane prpergiih sapensacqudsadreqer=qumpeand 


1 Adds up to more than 100 percent, since respondents may give more than 1 mention. 

2 Less than 0.5 percent. 

3 Responses below were spontaneously offered by the respondent, while those above were elicited by 
direct probes. See ch. V, footnote 1. 


Three differences stand out between the measures taken by blue-collar families 
throughout the Nation and those taken by blue-collar families in Detroit, although 
one cannot make exact comparisons because of the small number of cases (table 
A-5). (1) Detroiters reported that they had taken some measure in a substan- 
tially greater number of cases. (2) Unemployed Detroit families piled up bills 
and lived on credit much more frequently than those in the rest of the country. 
(3) A greater fraction of unemployed Detroit workers were on relief. Table A—5 
shows measures taken by all families which were affected by unemployment or 
shorter hours, including families in which secondary earners were affected. 
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TasLe A-6,— Evaluation of head’s chances of getting his old job back or finding a 
new job with equal pay ! (June 1958) 


Detroit Blue-collar 

Head of family feels his chances of getting back his job are— blue-collar workers 
families throughout 
the Nation 


Percent Percent 





a I grap ican ie Rca vipnsn th tbiaentih 36 36 
a Ac ca ele 6 7 
ieinrdbiliaistieniienteddauiadunhmiidatinemcnrpwndcienenuineyadmecmmeatinmaniaasaieedoe eae 58 57 
oni eee el 100 100 
SS) 

a eee seks td anionic aml iniaiia saci 93 507 


! Includes all families where head was a blue-collar worker, regardless of unemployment experience. 


Norte.—The questions were: ‘‘Now suppose that you lose your job for any reason during the next few 
months; what do you think are the chances for getting another job that pays about the same?”’ For the 
unemployed the question was worded: ‘‘What do you think are the chances of getting your old job back in 
the near future or getting a job soon that pays about the same?”’ 


Blue-collar workers generally were more pessimistic than other members of 
the labor force regarding their chances for getting their old job back or a new 
job should they become unemployed. Yet, among blue-collar workers in Detroit 
pessimistic attitudes were not more strongly voiced than in the rest of the country 
(table A-6). This finding reinforces a conclusion reached in chapter VI, that 
expectations regarding the future are not based primarily on current personal or 
local circumstances. It is worth noting that the relatively high coverage of 
Detroit workers by unemployment insurance did not prevent high income losses 
and more frequent resort to emergency measures than in the Nation as a whole. 
Thus in Detroit, as in the Nation as a whole, we found that unemployment 
benefits alone did not provide affected families with sufficient income to continue 
an acceptable level of living. 

In Detroit, and in the Nation, over half of all blue-collar workers were pessi- 
mistic in June 1958 about their changes of finding another job with equal pay in 
case of unemployment. Again, the inemployed were not more pessimistic than 
workers without unemployment experience. Even in good years over a third of 
blue-collar workers tend to be uneasy in this regard, explaining that because of 
their age, or poor health, or seniority finding a job with equal pay would be 
exceedingly difficult. In Detroit, as in the country as a whole, over a third of 
blue-collar workers felt in June 1958 their chances of getting back their old job or 
getting a new job with equal pay were good. Thus a substantial minority of 
workers had resilient hope and optimism for the future, even in the city of Detroit. 


APPENDIX B 


UNEMPLOYMENT IN GREATER Detroit, FeBpruary 1958 


Metropolitan Detroit has felt the effects of the current economic recession more 
heavily than any other major community in the United States. In April of this 
year, for example, unemployment in the Detroit area was 180 percent greater than 
12 months previously. This report presents some preliminary data on the char- 
acteristics of the unemployed workers in greater Detroit. It attempts to give 
some tentative answers to the question: What kinds of people are out of work in 
this community? 

The findings discussed below are based on data collected by the University of 
Michigan’s Detroit area study in a cross-section sample survey conducted during 
February of this year (1958).!. Occupational and labor force information were 
obtained from all adults in the selected household. The entire interview required 
1 hour; only material relevant to labor force status is reported here. 


1 The Detroit area study is associated with the Department of Sociology and the Survey Research Center 
of the Institute for Social Research at the University of Michigan. Each year since 1951 the Detroit area 
study has conducted an interview survey with an area-probability sample of the population of metropolitan 
Detroit. The sample universe, which is that part of greater Detroit that was tracted by the U.S. Bureau 
of Census, included about 87 percent of the population of Wayne, Macomb, and Oakland Counties. 
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TaBLE B-1.—Employment status by occupation of adult Detroit area labor force 
members, February 1958 











Employment status 
Occupation 
Employed | Unemployed Total Cases 
Percent Percent Percent 

Total adult labor force. ..........-.-.......-.-. WO, 10 100 855 
Lf eS er 7 3 100 369 
Skilled workers 90 10 100 162 
Semiskilled and unskilled_.............-......- 81 19 100 324 
ee Bak Senin -hdvdsasagnidGhebideins 48 DE itecadimeca scalping en 
GENO WETTED. oo 2 inc ccccechditcccnncepecehs 19 1G fo ncconatilt SUG dieaecss 
Semiskilled and unskilled..................--.- 33 OF. L ncceenctit ee th tiddecnse 

bac cncodstiinneses}dhnckectieaaahe 100 168 1.00 ee... 
Pmaber Se Oils. «Sic ccnp th ocsscuponcts 766 Sa 89 


According to the Detroit area study data, 10.4 percent of the adult (21 years 
of age or older) members of the labor force were out of work in February of 1958. 
The incidence of unemployment among the major occupational groups varied 
widely. Only 3 percent of all white-collar workers were looking for work; 1 out 
of every 10 skilled workers or foremen in the labor force was not working; and 
about 1 out of every 5 semiskilled, unskilled, or service workers was unemployed 
(table B-1). A decisive majority (67 percent) of all unemployed workers in 
greater Detroit were semiskilled machine operatives, service workers, or unskilled 
laborers. This blue-collar group constituted twice as large a proportion among 
the unemployed as among the employed (table B-1). White-collar workers, on 
the other hand, accounted for slightly less than one-half of those Detroiters who 
were working and only one-seventh of the unemployed. 

In table B-2 some characteristics of employed and unemployed workers are 
compared. While the specific proportions found in the table will have changed 
since the data were gathered, the general relationships are probably applicable 
to the current situation. Because of the relatively small number of unemployed 
workers in the sample, only large (and statistically significant) differences between 
the employed and the unemployed are emphasized.? 

Although age is not highly related to employment status for all workers, among 
the blue-collar wage earners the unemployed are a noticeably younger grou 
than are the employed. The median age of Siueseutine adults who are out of wor 
(36 years old) is 10 years below that for comparable Detroiters who are working. 
Older factory workers undoubtedly have greater seniority and thus are less likely 
to be laid off in the early stages of a cutback in production. 

As compared to workers who are on the job, the unemployed of Greater Detroit 
include a very low proportion of persons who were born in the community and an 
extremely high proportion of southern-born residents. The preponderance of 
southern migrants and the relatively few native Detroiters among the unemployed 
are also seen when blue-collar workers are considered as a separate group. As 
with age, native Detroiters probably have worked at their jobs longer than south- 
ern migrants and therefore have more seniority. 

A large number of Detroit area Negroes are southern-born. It is therefore not 
surprising that race is also highly related to employment status, Among the total 
labor force, and for blue-collar workers separately, the unemployed of Detroit 
include a considerably higher proportion of Negroes than do the employed, 

Previous Detroit area study reports have shown that southern-born Detroiters 
are more likely to live in the central city than the suburbs. In line with the above 
discussion is the finding that somewhat higher proportions of the unemployed 
than of the employed’ reside in the core city. 


2 These data must be considered as extremely tentative. A much more comprehensive survey of the 
problem of unemployment in Detroit is now being conducted by the Survey Research Center’s economic 
behavior preerem. This research will measure unemployment over time and will also be concerned with 
different forms of unemployment (e.g., shorter hours, fewer work days per week, etc.). 
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TaBLE B-2.—Occupation and unemployment status by selected characteristics of 
ult Detroit labor force members, February 1958 







Occupation and employment status 


White-collar | Blue-collar 






Selected characteristics workers workers 
Allem- | All un- 
ployed jemployed 
Em- Unem- Em- Unem- 






ployed ployed ployed ployed 











Age: 
21 to 34 years old............ percent... 42 (‘) 33 43 37 42 
35 to 49 years old............-.. do.... 35 () 42 39 39 42 
50 to 64 years old. .............. aun 21 (@) 22 15 21 14 
65 years old or older. ........... ODicnd 3 (@) 3 3 3 2 
SN  siietihinen sieinmntitecehgllentasstl do.... 100 0) 100 100 100 100 
pS RR: ei ee 38 46 36 40 7 





Place of birth: 





| meme | ce | ne | a er | 





Sr errr rT 














Place of residence: 
Detroit, Hamtramck, Highland 





liad icpiindcodegdctnameane do... 57 () 63 75 60 7 
OG SD do... 43 () 37 25 40) 26 
ln irietaittinsileerisianceieenin ae do.... 100 (@) 100 100 100 100 

Home ownership: Ny J _ Roark 3.) eT 4 

CD ROMs na eckissoonssnetennd do.... 74 f 68 34 71 39 
SE IR, Di ee keemienel do... 26 (i 32 66 29 61 
WO hi is iin chains do.... 100 (‘) 100 100 100 100 
Saas —— | = Sa 























Less than $3,000 3 () 4 26 4 28 
$3,000 to $4,999...... 8 () 22 33 15 33 
$5,000 to $6,9990................-.. ADanie 22 (1) 32 33 28 30 
EE MTL. dnnscmsamenqmedubie I diae 67 i) 42 8 53 9 
Te i iid des do.... 100 () 100 100 100 100 
Median income................--......-.- $8, 800 () $6, 500 $4, 400 $7,900 $4, 300 
Union membership: Bs e On ui pty’ 
Union member.............. percent... 17 Q 63 66 40 63 
Not a union member........... do.... 83 () 37 34 60 34 
i heoendbesacdthoudtiacnanee do.... 100 @® 100 100 100 100 
ID iin cin rereeeenupienaa 357 12 409 77 7 89 


1 Base too small for tabulation. 


Homeowners and high-income families are much more in evidence among 
workers on the job than among those who are laid off. For example, relatively 
twice as many employed as unemployed factory workers own their own homes. 
Also, the 195 median family income of employed blue-collar workers was $1,600 
above that for the unemployed. Again, seniority no doubt plays an important 
role; those older workers who have been on the job for longer periods are in the 
better paying job classifications and are less subject to immediate layoff. These 
data indicate that the current recession is hitting hardest among the blue-collar 
workers of Greater Detroit. And even within this group of wage earners, it is 
having its greatest impact on the lower socioeconomic levels of factory workers. 

Understandably, a markedly higher progeson of the unemployed than the 
employed are members of a labor union. This relationship is a function of the 
preponderance of blue-collar workers in the unemployed group. When only 
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blue-collar workers are considered there is little indication that union membership 
is related to employment status. 

Unemployment is a risk which is by no means spread evenly among members of 
the labor force of Metropolitan Detroit. Blue-collar wage earners, especially 
semiskilled machine operators, service workers, and laborers, are subject to this 
economic disaster to a much greater extent than are white-collar workers. Even 
within the blue-collar group, however, important differences are found in the char- 
acteristics of the employed and the unemploy ed. As compared to factory workers 
who have remained on the job, unemployed blue-collar workers in Greater Detroit 
are more likely to be young, southern-born and Negro; to live in the city rather 
than the suburbs; to be home renters rather than owners; and to have lower in- 
comes. It seems probable that most of these differences are associated with the 
lower job seniority of these population groups. 


AppeNbDIx C 
Survey MeEtTuops 


The four studies of unemployment reported on here were part of the survey 
research center’s regular surveys of consumer attitudes and inclinations to buy. 
These surveys have been conducted twice a year for about 10 years, usually in 
June and again in October-November. They regularly contain questions regard- 
ing recent changes in people’s financial situation, their attitudes, expectations, 
buying plans, and major purchases in the past year. In the 1958 and 1959 sur- 
veys, questions were added to determine whether various family members were 
unemployed or worked shorter hours and whether unemployment was usual or 
unusual for them. Families with unemployment were asked further questions 
about such topics as duration of unemployment, unemployment compensation, 
income loss, measures taken.! The a questions used in the October 
1958 and June 1959 are shown in appendix D 

All information in the survey was obtained by personal interviews. The sur- 
vey research center uses the ‘ “Rxed question—free answer” method of interview- 
ing. This means that interviewers are provided with a set of questions which 
they must ask verbatim. Respondents answer in their own words. A conversa- 
tional atmosphere is established and respondents are encouraged by frequent 
probing to discuss their experiences and opinions freely, and often quite exten- 
sively. In complicated or borderline cases the detailed explanations which people 
gave concerning their work experience were helpful in determining whether a per- 
son was unemployed or not, or in the labor foree or net. 

The survey researeh center uses probability sampling to select representative 
nationwide cross-sections of the population. More precisely, the method em- 
ployed is known as multistage area samplin For each of the surveys on which 
this study is based 66 primary sampling u ts were selected (usually counties or 
groups of counties). he 66 primary sampling units included in each case the 12 
largest metropolitan areas and 54 other sampling units selected by probability 
methods from all the nonmetropolitan counties in the country. fithin the 
selected primary sampling areas cities, towns, or open country segments were 
selected, then cit Nace and finally dwelling units—always by a process of 
random choice. his concentration of interviews in a limited number of localities 
is known as clusterting. The institutional population, transients, and most 
military personnel are not represented in the sample. 

At each selected address the interviewer is instructed to interview one family 
member.?. In families where the head is married, husband and wife are desig- 
nated seme as respondents. Where the head is unmarried (living alone or 
with relatives) he (or she ) is automatically the respondent. The interviewer is 
not permitted to substitute one address for another or another family member for 
the designated respondent. In these surveys the response rate ranged from 85 
to 89 percent. Refusals were obtained in 4 to 6 percent of cases; the remaining 
nonresponse oceurred where the respondent could not be found at home after re- 
peated calls, was sick, did not speak English, etc. 


! For further discussion of the methods used in these surveys, see Eva Mueller, 
“‘Consumer Expectations, 1953-56” (Survey Research Center, Telvnnty ot ate of ee nnn Pp. 129-140, also 
“Research Methods in the Behavioral Sciences,” one by 2 Festinger and D. Katz (The Bupdes Press, 
New York, 1953), Charles F. Cannell and Robert L Kahn, “The Collection of Bos by Interviewing,” 
pp. 327-380, and Leslie Kish, “Selection of the Sample,” pp. 175-240. 

2A family as defined by the survey research center refers to any group of related persons sharing the same 
dwelling unit. One-person units are counted as families by this di tion. Unrelated persons oane 


a dwelling unit, or an unrelated person living with a related group, are counted as separate families an 
interviewed separately. 
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Interview surveys are subject to reporting errors, which occur when respondents 
dofnot give the exact information which is called for in the questionnaire. Clearly 
in some cases the unemployment questions were misunderstood by the respondent 
or the interviewer. The conversational method of interviewing sometimes 
yields supplementary information which helps the analysis staff to detect or even 
to correct errors. he relatively large percentage of not ascertained cases in 
some tables is due to reporting errors which were caught but could not be corrected. 
In studies which are new and experimental reporting errors must be expected to 
be larger than in studies which have been repeated for many years, with a gradual 
improvement in question formulation, questionnaire design, and interviewer 
understanding of questionnaire objectives and definitions. 

In addition to reporting errors, sampling errors arise in surveys in which only 
a fraction of the population is interviewed. Yet in contrast to reporting errors 
the magnitude of sampling errors can be calculated, since the data obtained in 
these studies are based on representative samples drawn by probability methods. 
Table C-—1 gives an indication of the size of sampling errors which attach to the 
data in this report. We see that the size of the sampling error depends on the 
size of the sample. In general, the sampling error is inversely proportional to 
the square root of sample size. Findings which relate to subgroups of the popula- 
tion, for example unemployed family heads, therefore have a larger sampling 
error than those which relate to the entire sample. Table C—1 also shows that 
the magnitude of the sampling error varies with the percentage of the population 


















having the characteristic under study. The sampling error (2/23) reaches a 
n 





maximum, for samples of a given size, when this percentage is 50. 





TaBLe C-1.—Approzimate sampling errors of reported percentages (expressed in 
percentages) 








[95 percent confidence level] 


Number of interviews on which the percentage is based 





Reported percentage 











Note.—Shown above, and in table C-2 also, are sampling errors applicable to simple random samples. 
The data analyzed here were obtained from clustered samples and therefore have a somewhat larger sampling 
error. The clustering of the sample may raise the sampling error by as much as % in the present case. 


See text for explanation of table. 












In studies such as this, where much interest lies in comparisons between groups 
(say comparisons between age or educational groups), sampling errors of differ- 
ences are also important. able C—2 presents the sampling errors of differences 
relevant to a — random sample. For example, we see from table C—2 that 
if two groups, each containing about 1,500 cases, differ by more than 4 percentage 
points, there are 95 chances in 100 that these differences are not due to chance 
variations in the sample. ‘The sampling error of differences is smaller than 4 per- 
cent if the percentages being compared are close to 20 or 80; it is larger than 4 per- 
cent for smaller subgroups of the population. Or to give another example, in 
table 10 (ch. IT) we find that 26 percent of craftsmen, foremen, and operatives 
were unemployed, compared with 39 percent of unskilled workers, a difference of 
13 percentage points based on 834 and 170 cases respectively, the upper section 
of table C-2 indicates that for groups of that size a difference of about 9 percent- 
age points is required for statistical significance. ‘The difference of 13 percentage 
points is clearly significant. 
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TaBLE C-—2—Approzimate sampling errors of differences ' (expressed in percentages) 


[95 percent confidence level] 


Size of sample or subgroup 
Size of sample or subgroup |___ 


1,500 | 1.00 700 500 | 300 200 100 ! 


For percentages from about 35 percent to 65 percent 





10 
10 
11 
11 
12 


12 


>A Wh hh 








100... 
tines 


gS. 


For percentages around 10 percent and 90 percent 


1,500... 
1,000...... 


4 
5 
5 
5 
6 
6 





1 See footnote to table C-1. See text for explanation of table. 


We turn now to a comparison of figures on frequency of unemployment derived 
from Census data and from the Survey Research Center studies. Although it was 
by no means the major purposes of the Survey Research Center studies to estimate 
the extent of unemployment, a comparison with Census data is instructive, since 
it can give some further indication of the margin of error in the data obtained. 
Generally, in classifying people by labor force and employment status, it was 
attempted to follow Census practices and definitions as closely as possible, for 
instance, regarding people with illness or on strike. Therefore, only rather minor 
differences remain between Census and Survey Research Center data on unem- 
ployment: (1) The Survey Research Center cite cover only people age 18 and 
over; Census covers all people age 14 and over. (2) In the Survey Research 
Center studies people are considered as being in the labor force if they “usually 
work full time or part time.’’ Thus, new entrants into the labor market who are 
looking for work but have not found a job are classified as not in the labor force 
by Survey Research Center; in the Census data they count as unemployed. 
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Census data—work experience in 1958 


| Thousands Thousands Percent 
: ; can 78, 787 14, 120 17.9 
(2) All, excluding aged 14-17_........._--- Sales 73, 827 12, 450 16.9 
(3) All, excluding aged 14-17 and those without work experi- 


72, 480 11, 103 


1 323,000 unemployed aged 14-17 and without work experience were only deducted once—in line (2). 
See: U.S, Bureau of the Census, Series P-50, No. 91, June 1959, tables B, G, 16 and 17. 


Comparison can be made most readily between Survey Research Center data 
for the year October 1957 to October 1958 and Census data on work experience 
in calendar year 1958. Unemployment was somewhat higher in late 1958 than 
in late 1957. Hence the Census calendar year estimate should be slightly higher 
than the Survey Research Center figure, but the difference amounts to less than 
0.2 percent of the labor force. As shown in table 2 of chapter I, the October 
1958 survey found 17.2 percent of the labor force unemployed, the Census survey 
found 17.9 percent unemployed in calendar year 1958. Next certain adjustments 
in the Census data are required to make them more comparable with Survey 
Research Center data. The table above shows first the unadjusted Census data. 
In the second line people aged 14-17 are excluded from the Census data, which 
lowers the Census unemployment estimate to 16.9 percent. In line (3) “persons 
who did not work but who looked for work are also excluded.” This group 
consists .of several subcategories: new entrants into the labor force who were 
unable to find work, people who ususally work and attempted, unsuccessfully, to 
reenter the labor force, and some people with very long-term unemployment. 
Only the first subcategory should be excluded to make Census and Survey 
Research Center data comparable. However, since the categories are not sepa- 
rable, too much is excluded in line (3) and the Census unemployment figure now 
falls well below the Survey Research Center figure. A Census figure which 
would be exactly comparable to the Survey Research Center figure would lie 
somewhere between 16.9 and 15.3 percent, probably closer to the higher of the 
two percentages. That is, it would differ from the Survey Research Center 
figure by about one percentage point. In view of the fact that both Census and 
Survey Research Center figures are subject to sampling error, closer agreement 
of the two figures would be merely a coincidence. 

For the other three surveys, only the proportion unemployed at the time of 
the survey can be checked against Census figures, namely the figures in the 
Monthly Report on the Labor Force. Adjustments to make Census and Survey 
Research Center data comparable are even rougher than in the case of data on 
work experience, since the data are published in less detail; in particular, no infor- 
mation is given on new entrants into the labor force. In June 1958, when the 
first of the four unemployment studies was made, the Survey Research Center 
figure was below the Census figure (after estimated adjustments). The discrep- 
ancy was clearly due to an underestimate of unemployment among family mem- 
bers other than the head. Some interviewers were missing unemployed wives 
and relatives, who were then misclassified as not in the labor force. This dis- 
covery led to a revision of the format of the questionnaire and the instructions 
to the interviewers. In the three following studies the survey figure for current 
unemployment appeared approximately consistent with the Census figure (after 
estimated adjustments). owever, in the last survey (October 1959), even 
though the current unemployment figures appeared approximately correct, the 
figure on unemployment over a period of 2 years was too low. This is indicated 
by the fact that the unemployment rate among heads for the 2 years fall 1957- 
fall 1959 was only as high as the unemployment rate for the first year, October 
1957—October 1958. The problem of underreporting of short spells of unemploy- 
ment, when respondents are asked to look back over 12 or 24 months, has been 
discussed already in chapter 1. 
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Returning to the 12-month data, a further check may be made, comparing 
durations of unemployment in the 12 months ending October 1958 (Survey 
Research Center) and in calendar year 1958 (Census): 


Survey | 
Research Census 
Duration Center Duration calendar 
year ending 1958 ! 
October 
1958 


Percent Percent 
1 to 4 weeks 14 | 1 to 4 weeks_.._._.- sige Ail. 
5 to 13 weeks.. ‘ 5 50 14 SOU... cwacttannnd>arekentbe 
14 to 26 weeks 7 Ser Ol) I os cleat bonne ensue 
27 weeks and over 7 ( 27 weeks and over 


TUNe. one 


1 Adjusted to exclude those aged 14-17. 


Again it is difficult to make the two sets of data comparable. The Census 
data as shown here exclude those aged 14 to 17 and nonworkers who looked for 
work. As discussed above, the second adjustment excludes new entrants into 
the labor force (who are not counted as being in the labor force by Survey Re- 
search Center), but it also excludes some long-term unemployed (who appear as 
unemployed with long durations in the Survey Research Center data). This is 
one reason why the Survey Research Center figures show a higher proportion 
with long durations. Also, the class boundaries of the second and third class 
differ by a week. Still, it seems likely that the proportion with very short dura- 
tions is somewhat understated by the Survey Research Center data. 





70 IMPACT OF UNEMPLOYMENT IN THE 1958 RECESSION 


APPENDIX D 


Questionnaire, October 1958 


The unemployment section of the October 1958 questionnaire is 
reproduced below together with the introductory sequence of questions. The 


unemployment inquiry was part of the Survey Research Center's ongoing studies 
of Consumer Attitudes and Inclinations to Buy. The part of the questionnaire 
pertaining to those studies is not shown here, but some of the attitudinal 
questions are used in Chapter VI. 


The unemployment questions asked in June 1958 and in June and 
October 1959 resemble the October 1958 sequence closely, although a few 
different questions were asked. 


All questions used in this report are quoted verbatim in the text 
or in footnotes to tables. 


We are interested in how people are getting along financially these 
days. Would you say that you and your family are better off or worse 
off financially than you were a year ago? 

/Better now/ /Same/ /Worse now/ /Uncertain/ 


la. Why is that? 


lb. (IF WORSE) Would you say that you are much worse off or only 
OFF NOW) a little worse off? 


Are you people making as much money now as you were a year ago, or 
more, or less? 


/More now/ /About the same/ /Less now/ 


2a. How is that? 


As you know, we've had a recession in the past year. Would you say that 
this has affected your personal financial situation in any way? 


(IF YES) 3a. In what way? (Tell me about it) 


Now looking ahead - do you think that a year from now you people will 
be better off financially, or worse off, or just about the same as now? 


/Better/ /Same/ /Worse/ /Uncertain/ 
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/QUESTIONS 1-13 REFER TO THE HEAD OF THE FAMILY/ 
Ul. What is (Head's) occupation? (What sort of work does (Head) do?) 
(IF UNEMPLOYED) la. What kind of work does (Head) usually do? 
U2. Does (Head) work for himself or someone else? fSeit/ /Someone else/ 
/SKIP TO Q. Ul4 IF HEAD IS RETIRED, OR HOUSEWIFE, OR SELF-EMPLOYED/ 


U3. Has (Head) been unemployed or laid-off at any time during the past 
twelve months? 


No, not laid off at all ——_—— ASK Q, U4 - U6 


Yes, some unemployment ——_) SKIP TO Q. U7 


ZTF "NO" TO Q. U3 - NOT LAID OFF OR UNEMPLOYED/ 


U4. Even though some people have not been unemployed, they may have less work. 
In some jobs overtime work has stopped or people are working shorter 
hours. Some people have also lost odd jobs they used to get some money 
from. Has anything like that happened to (Head) in the past twelve months? 


(IF YES) 4a. Tell me about it. 


US. Suppose for some reason that (Head) loses his (her) job during the 
next few months. What do you think the chances are of getting another 
job that pays about the same? 


5a. Why do you think so? 


U6. Do you think there is a chance of (Head's) being unemployed in the next 
twelve months or so? 


/SKIP TO Q. U14 Now 
IF "YES" TO Q. U3 - SOME UNEMPLOYMENT DURING THE PAST 12 MONTHS/ 


U7. How many weeks altogether has (Head) been out of work during the past 
twelve months? 


U8. Did (Head) receive unemployment compensation at any time during the 
past twelve months? 


Kes/ fio] 

(IF "YES" 8a. Did (Head) receive unemployment benefits for all the 
TO U8) time he was unemployed? ee 
/Yes/ LNo/ 


(IF "NO") 8b. Why was that? 
8c. How many weeks was Head out of work and 


not getting benefits during the past 
twelve months? 
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© 3a 


(IF "NO" 8d. Why is it that (Head) did not receive unemployment 
TO U8) benefits? Tell me about it. 


U9. Is (Head) unemployed now? 
If /¥es/ If /No/ 


What do you think are the chances Suppose that for some reason 
of (Head) getting his old job (Head) loses his job during 
back in the near future, or the next few months. What do 
getting a job soon that pays you think are the chances of 
about the same? | getting another job that pays 
about the same? 
10a. Why do you think so? 
12a. Why do you think so? 
Thinking of the next twelve 
months or so, about how long do - Do you think there is a 
you think (Head) might be unem- chance of (Head's) being 
ployed altogether? unemployed in the next 
twelve months or so? 


ASK EVERYONE 


/QUESTIONS 14 - 18 REFER TO ALL ADULTS LISTED ON FACE SHEET (other than head)/ 


uUl4. 


UL5. 


Are there any other people in your family who usually work for pay - 
either full-time or part-time? /List Below/ 


(ASK FOR EACH FAMILY MEMBER OVER 18 MENTIONED IN U14) What sort of 
work does he (she) do? /Record Below/ 


Are any of them unemployed now, or were any of them unemployed some 
other time during the past twelve months; or have any of them worked 
shorter hours? Tell me about it. 


{CHECK AS MANY BOXES AS APPLY/ 


Q. Ul4 Q. ULS Q. Ul6 
Relationship Unemployed Unemployed Shorter 
to Head Occupation Now Earlier urs Neither 
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(ASK FOR EACH PERSON WHO IS, OR HAS BEEN, UNEMPLOYED) 


Ul7. 


u1és. 


How many weeks altogether has he (she) been unemployed? 


Did he (she) receive unemployment compensation at any time in the past 
twelve months? 


(IF YES 18a. Did he receive unemployment >€nefits for all the time 
TO U18) he was unemployed? 


/Yes/ [Ne] 


(IF NO) 18b. Why was that? 


18c. How many weeks was he out of work and 
not getting benefits, during the past 
twelve months? 


(IF NO 18d. Why is it that he did not receive unemployment benefits? 
TO U18) Tell me about it. 


(ASK Q. U19 AND U20, IF ANYONE IN FAMILY WAS UNEMPLOYED OR WORKED SHORTER HOURS) 


ul9. 


About how much income did you people lose in the past 12 months because 

of being unemployed or working shorter hours? I mean, how much less than 
your regular wages did you (and other members of your family) earn 
altogether, counting unemployment compensation and the like as part of 

your earnings? (Nobody can tell exactly, but could you give us an estimate?) 


What kinds of things did you do to make ends meet with the smaller 
income? Tell me about it. 


U20a. Did you borrow any money to make ends meet? 
Did you use up any past savings? 
Did you get any help from relatives? 
Have you been (Are you) on relief? 
Have you moved so as to live cheaper? 
Are you behind on any of your payments? 


Did someone else in the family go to work to 
help out? 


Anything else? 





